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Prcperati.cn  ’or  n  i.  disclose  *  ir  greet  measure 


by  direct  ‘■X''.'  i ration  of  the  trends  of  raw  material  supply 
. .  atrial  product! 02  .  Snori  ar  junta  of  equipments 
of  vari  us  sorts  arc  necessary  to  the  corduct  of  Modern 
warfare.  These  equip  Slits,  In  fair'  casos,  differ  radically 
from  these  norr..r.lly  used  Jr  noaco  tir..e  economy.  In  other 
cases,  the  equipments  are  th  sar.o  but  the  amounts  and 
proportions  are  different.  I-fence  to  disclose  preparation 
for  war  one  must  examine  th  a  c  nd  moducts  of  industrial 
activity  subjectively  and  proportionately,  as  well  as  the 
flow  cf  raw  materials  which  arc  U3od,  either  immediately 
or  potentially,  in  the  Manufacture  of  wr.r  products  and 
equipments.  Responsibility  for  directing  the  flow  and 
expansion  of  production  of  rav  materials  and  for  establish¬ 
ing  specialized  industrial  production  f  r  war  preparation 
is  best  shown  in  the  Methods  by  which  such  objectives  are 
achieved . 

2.  The  Outline  of  the  Fivo-lear  Plan  fer  Production  of 
*Var  Materials  prepared  by  the  v,ar  Office,  dated  June  23, 
1937  (IPO  Document  9C02  A)  is  a  nlnn  for  achieving  a  war¬ 
time  suouly  of  principal  war  Tutorials.  Its  puroose  is 
to  provide  stimulation  and  control  of  industries  to  recure 
the  specific  end  products  which  are  vital  to  military 
effort.  I  will  read  the  Preface,  page  1,  of  that  Document. 
To  make  possible  the  achievement  of  this  basic  Plan  for 
production  of  the  erd  products  many  supporting  plans  were 
made  by  the  government.  Three  of  these  basic  plans  are 
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contained  in  the  document  entitled  '‘Particulars  in  Fron- 
ing  n  Program  for  Extension  of  Important  Industries  •• 

(IPS  Document  1522).  The  relationship  of  these  three  plans 
to  v-ar  production  is  clear  from  the  plans  thenselvos.  I 
will  read  the  follovinr  Axcerots  from  I*S  Document  1522 
to  fix  this  relationship: 

a)  Pages  1,  2  and  3  of  Part  I 

b)  Page  1  of  Part  II 

c)  Page  1  of  Part  III 

3 •  trends  of  material  and  industrial  production 

and  methods  of  government  control  during  the  years 
immediately  preceding  December  1941  v:ill  be  discussed 
specifically  in  several  short  surveys  of  selected  in¬ 
dustries.  One  riust  boar  in  mind,  however,  the  inter¬ 
relationship  of  industries  and  the  consoouent  necessity 
foi  visualizing  the  industrial  field  as  a  v/hole  to  show 
tho  pattern  of  the  general  trend  of  production  in  pre¬ 
paration  for  war  as  reflected  in  the  separate  surveys. 
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4.  The  im.ortarco  of  th  -•  utilization  of  electric  po^er 
lr  the  dav^lopDSi't  of  ertalr  in-ustri-'s  cannot  be  over¬ 
emphasized.  The  electric  po  or  Industry  was  one  of  tia 
first  Japanese  industries  to  b?  nationalized  and,  as  such, 
was  one  of  th?  original  pilars  lr  the  "new  structure" 

in  support  of  total  war.  Prior  to  1°3  •,  the  electric 
power  industry  was  operated  ’*y  a  larre  number  of  companies 
oach  o^  which  served  a  psrticul- r  area  e.r  *  usually  combined  in 
itself  the  functions  of  feneration,  transmission  end  dis¬ 
tribution.  However,  in  addition  to  these,  many  factories 
maintained  their  own  private  po  'er  plants  within  their  compounds. 

5.  The  Outline  of  the  Flan  for  the  Expansion  of  Productive 
Power  of  the  Poard  of  lanninf  "art  III  of  IPS  document  1522) 
aimed  at  an  increase  in  the  production  of  electric  power  by 
hydroplants  of  2,6<53,700  k.w.  for  the  four  year  period.  This 
is  approximately  a  'fO  expansion.  The  Plan  also  aimed  to 
increase  production  of  electric  power  from  coal  by  1,000,000 
k.w.  This  represents  an  approximate  evoansion  of  35#  for 

the  same  four  year  period.  When  one  considers  the  enormous 
amount  of  capitalization  and  equipments  necessary  to  produce 
this  kind  of  an  increase  in  po’"er  feneration  within  such 
a  short  period  one  is  aware  of  the  enormous  imoortan.ee  of 
electric  po'er  in  the  planned  3'ransion  of  industries. 

'r .  In  furtherance  of  the  plans  for  tho  expansion  of  - 
industry  the  first  step  towards  organizing  the  power  industry 
on  a  completely  totalitarian  basis  was  taken  in  larch,  193° 
with  the  promulgation  of  the  Electric  Power  Control.. Law*.  By 
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moans  of  this  Law  and  subss-vort  enact  lr»  Ordinance,  a 
national  policy  conrary  called  tho  "Japan  Eloctric  Generation 
and  Transmission  -ompary"  was  organized.  All  utility  companies 
designated  by  t^e  Communications  I  iristsr,  who  was  1  r.  charge 
of  po-’or  production,  tor**  re'uirod  to  turn  over  all  of  their 
hydro-electric  plants  tc  this  now  company  in  return  for  stock. 
This  excepted  many  of  the  small  factory  plants.  All  plants, 
however,  for  the  development  of  hydro-electric  power  and  of 
transmission  facilities  worn  taken  over  by  the  Company  in  1^41. 
7.  The  Japan  Electric  Generation  and  Transmission  Company 
was  established  in  order  to  harness  Japar's  electric  power 
resources  to  tho  war  machine  by  means  of  a  planned  rational¬ 
isation  of  eruipmar.t  and  op-r-iting  pra'tlca.  In  its  preamble 
the  Five-Year  Electric  Power  Tlan  outlined  the  principal 
objectives  of  tho  Company  as  foll07/s* 

(1)  To  increase  the  electric  po*'er  resources  of 
Japan  and  develop  them  along  lines  aimed  at 
meeting  military  requirements . 

(?)  To  coordinate  the  operation  of  tho  power  net¬ 
works  so  as  to  use  tie  existing  facilities 
most  efficiently. 

(3)  To  promote  the  construction  and  operation  of 
larger  end  more  efficient  power  plants  and 
to  repair  the  less  efficient  plants 

(4)  To  economize  on  materials  used  in  the  construction 
of  power  installations. 
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The  Japr.n  .’.lectric  feneration  and  Transmission  T  orcp :  r.y  was 
directed  end  controlled  uy  tin  government.  Oreatod  vy  special 
law,  it  was  ordered  tc  take  ovar  existin'  facilities  and  was 
directed  in  its  entire  operation  by  the  national  policy  in 
furtherance  of  war  plans.  The  government  guaranteed  the 
principal  and  interest  of  ell  debentures  issuod  up  to  throe 
times  tho  capitalization  of  the  .’omranv.  Its  stock  was  mado 
eligible  for  hypothecation  by  tho  Bank  of  Japan.  The  Company 
was  exempted  from  local  taxation  and  was  acorded  many  other 
indirect  and  dire-  t  subsidies  In  addition  to  all  of  this, 
a  dividend  of  four  p-rcant  on  sto  k  was  guaranteed  by  the 
government  for  a  period  of  ton  years.  In  September,  1041 
tho  total  capital  operated  by  this  Company  amounted  to 
1,376,645,000  yen. 

P.  To  make  sure  that  electric  po -er  was  not  used  for  non- 
essential  purposes  the  Electric, Distribution  Control  Law  was 
promulgated  August  29,  1CV1.  As  a  result  of  this  legislation, 
nationalization  was  e* tend  ad  to  the  electric  distribution  field. 
There  were  established  in  each  or  the  nine  electric  Distribution 
Regions,  a  special  com’ any  having*  genera],  organization  lines 
similar  to  the  Japan.  Electric  feneration  and  Transmission 
Company.  These  distribution  companies  actually  allocated 
the  use  of  electric  power  in  accord'nce  with  government 
direction. 

9.  There  wore  other  national  rolicy  companies  under  tho 
control  of  the  Japanese  Government  directly  having  as  part 
of  their  functions  the  production  and  control  of  electric 
power  and  electric  power  facilities  in  those  areas  wherein 
they  operated .  Special  reference  is  made  to  the  South 
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The  Japan  '.lectric  feneration  f*nd  Transmission  Corep  r.y  was 
directed  i  nd  controlled  by  the  government.  Created  Ky  special 
law,  it  was  ordered  tc  take  ovar  existing  facilities  and  was 
directed  in  its  entire  operation  by  the  nationr.l  policy  in 
furtherance  of  war  plans.  The  government  guaranteed  the 
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eligible  for  hypothecation  bv  the  Dan>  of  Japan.  The  Company 
was  exempted  from  locsl  ta-ation  and  was  accorded  many  other 
indirect  and  direct  subsidies  In  addition  to  all  of  this, 
a  dividend  of  four  percent  on  sto  k  was  guaranteed  by  the 
government  for  a  period  of  ten  years.  In  September,  1041 
the  total  capital  operated  by  this  Company  amounted  to 
1,376,645,000  yen. 

P.  To  make  sure  that  electric  po fer  was  not  used  for  non- 
essential  purposes  the  Electric  Distribution  Control  Law  was 
promulgated  August  29,  19*1.  As  a  result  of  this  legislation, 
nationalization  was  <r  tended  to  the  electric  distribution  field. 
There  were  established  in  each  of  the  nine  electric  Distribution 
Regions,  a  special  com' any  having  general  organization  lines 
similar  to  the  Japan,  11 -ctric  feneration  and  Transmission 
Company.  These  distris\'tion  compar.irs  actually  allocated 
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the  use  of  electric  power  in  accord  nee  with  government 
direction. 

9.  There  wore  other  national  rolicy  companies  under  tho 
control  of  the  Japanese  Government  directly  having  as  part 
of  their  functions  the  production  and  control  of  oloctric 
power  and  olectric  power  facilities  in  those  areas  wherein 
they  operated .  Special  reference  is  made  to  the  South 
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i  raphic  illustration  thsre  is  attached  c  chart  marh?d 
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11.  r  jtroloun  13  a  commodity  vit.l  to  the  conduct  of 
modern  w:r?ar.'  ss  -’all  as  to  cert  Ir  !-•  vstries.  Jap^n 
is  by  no  moans  self-su'Ti  I  e:  t  in  ir.dlf~ieus  petroleum. 

As  a  matt'.r  of  fact,  th«  * apanese  p’O’v  tion  of  potroloum 
Is  almost  nofllfiblo  in  proportion  to  '.^r  norral  needs, 
that  is  to  say  abou*  10  per  ooft.  As  a  consoruenco  of  this 
doficiancy  In  petrol -v:.  production  the  supplying  of  petroleum 
for  <ar  purposes  depended  upo  four  factors  (1)  The  storing 
of  suffi-iart  petroloum  to  lust  a  reasonable  length  of  time, 
•2)  Stimulating  the  Indigenous  production  of  pptroleuro, 

(3)  Troductior  and  use  of  synthetic  petroleum,  (4)  Restric¬ 
tion  of  civilian  and  nor.-oss  art \  al  use  of  petroleum. 

12.  In  193^  t’  e  Pi  t  prssod  the  ’‘otrolourr  Control  law 
making  it  obligatory  on  oil  companies,  both  fereifn  and 
national,  to  maintain  a  perpetual  reserve  of  six  months 
supply  of  oil  in  addition  to  the  rescrv*  normally  needed 
for  carrying  on  business,  or  the  eouivalent  of  nine  months 
stock  based  on  the  petroleum  re-uiremonts  for  any  one  year. 
The  obvious  purpose  of  such  a  measure  was  to  ircrease  tho 
national  stockpile  of  petroleum  for  use  in  the  event  of 
national  emergency  or  failure  of  the  normal  imports.  Ono  of 
the  provisions  of  the  Fotroloum  Control  Law  enabled  the 
initiation  of  a  definite  prop ram  ror  sel^-suff iciency  in 
refining.  Under  this  program.  Japanese  Refineries  with  charg¬ 
ing  capacities  of  over  IOC, 000  tons  per  year  were  to  provide 
for  or  expand  the  crackinp  capacity  to  2?  p*r  cent  of  crude 
capacity  within  10  years. 

13.  Effective  July  1,  103^,  the  retroleum  Industry  Law 
was  the  beginning  of  an  intensive  compaign  to  create  a 
monopoly  in  the  oil  industry  by  inauguratin  a  licensing 
system  for  oil  refining  enterprises  and  oil  importers. 
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11.  ’  itroleun  id  a  commodity  vlt  1  to  the-  conduct  of 
modern  warfare  as  *”311  as  to  cert -in  I*"  -retries.  Japan 
is  by  no  means  solf-su'Yl  f  t  in  Ir.dl,'.  ovj  pctrolmm. 

As  a  matter  of  fact,  the  t  a  7  a  re  sc  production  of  petroleum 
is  almost  ncrlifiblo  in  proportion  to  her  r.orral  needs, 
that  is  to  say  abou*  If  per  001 1.  As  a  consorujnco  of  this 
deficiar.cy  in  petrolouTi  j.  reduction  the  supplyir.p  of  petroleum 
for  1  ar  purposes  do ponded  upo  four  factors  (1)  The  storing 
of  sufficient  petroleum  tc  last  a  reasonable  length  of  time, 
<’2)  Stimulating  the  indigenous  production  of  petroleum, 

(3)  Troductior  and  use  of  synthetic  petroleum,  (4)  restric¬ 
tion  of  civilian  and  non-essential  use  of  petroleum. 

12.  In  1934  t’ e  Pi  ?t  psssod  the  rotroleu?r  Control  law 
making  it  obligatory  on  oil  companies,  both  foreign  3nd 
national,  to  maintain  a  perpetual  reserve  of  six  months 
supply  of  oil  in  addition  to  the  reserve  normally  needed 
for  carrying  on  business,  or  the  eouivalent  of  nine  months 
stock  based  on  the  petroleum  requirements  for  any  one  year. 
Tho  obvious  purpose  of  such  a  measure  was  to  increase  the 
national  stockpile  of  petroleum  for  use  in  the  event  of 
national  emergency  or  failure  of  the  normal  imports.  One  of 
the  provisions  of  the  Fotroleuns  Control  Law  enabled  the 
initiation  of  a  definite  program.  ror  self-sufficiency  in 
retiring.  Under  this  program  Japanese  Refineries  v/ith  charg¬ 
ing  capacities  of  over  100,000  tons  per  year  were  to  provide 
for  or  expand  the  cracking  capacity  to  2b  per  cent  of  crude 
capacity  within  10  years. 

13.  Effective  July  1,  103b,  the  rotroleutr'  Industry  Law 
was  the  beginning  of  an  intensive  oompnigr  to  create  a 
monopoly  in  the  oil  industry  by  inauguratin  a  licensing 
system  for  oil  refining  enterprises  and  oil  importers. 
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Subsequently,  <-uantity  and  quality  of  Imports  *?ero  regulated 
by  the  government.  The  size  of  refineries  and  oti  ?r  equip¬ 
ments  ware  controll.*.  I'rico  rcgulrtior.s  wore  mado  effective 
by  hlch  all  nomrar,i',£  were  '’orcod  to  if  ree  to  soil  to  tho 
govorrm-'rt  upon  don^r.d  at  market  prices.  Additional  regula¬ 
tions  roletlng  to  obli  atory  storage  were  pnaotod  arc  pro¬ 
visions  v*o ra  mtdo  for  t '  |V'>  nt  of  storage  subsidies. 

1C.  To  carry  cut  re  ulotio’s  for  tho  distribution  of 
petroleum  the  '’etrolaum  ’'irtribvti-p  Comptny  was  osta'lishrd 
as  a  central  control  organized or  for  tho  distribution  of 
petroleum  products,  placing  distribution  ir  tho  hands  of 
ono  authorized  comoany  for  each  of  tho  C7  prefectures. 

15.  From  193^  to  1941,  the  total  daily  capacity  of  oil 
refineries  was  almost  nu?dru?lcd.  Inasmuch  as  Japan's  own 
production  is  ^on^ined  almost  completely  to  the  west  coast 
refiner L:s  ware  suilt  or  tho  ’'aclfic  ?oast  to  bo  more 
accessible  to  the  imports  of  crude,  v/ith  parti  u-.lar  emphasis 
on  crude  imports  frcn  tlio  East  Indies.  3y  19*1  tho  highly 
strategic  refining  plants  of  tho  Navy  and  Army  had  been 
built  up  to  a  capacity  border Lrf  on  10,000,000  barrels  a 
v-jar.  It  is  significant  that  the  plants  -ere  dispersed 
to  out  o*'  way  points . 

I'.  Large  Japanese  Companies  from.  193/  or  made  every 
effort  to  acquire  as  much  equipment  and  knowledge  concern¬ 
ing  tho  manufacture  of  aviation  gasoline  and  hirh  grade 
lubricants  as  possible.  I  any  reorganizations  ar.d  amalga¬ 
mations  took  place  after  1937  to  improve  the  financial  and 
op. rating  structure  of  the  old  line  oil  companies.  These 
row  amalgated  companies  attempted  the  manufacture  of  high 
grade  octane  aviation  rasolir'--  by  establishing  new  plants 
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Subsequently,  '-uantity  and  '•uality  of  imports  wore  regulated 
by  the  government.  The  size  of  ro^inorlos  :.r.d  ot*  ?r  equip¬ 
ments  wore  co^troll  d.  Trice  rcpulrtions  'yor^  made  effective 
by  hich  all  corrsrics  were  '’orcod  to  rec  to  soil  to  the 
government  upon  demand  at  market  oriels.  Additional  regula¬ 
tions  roUtlrf  to  obli.'ntory  storage  were  enacted  and  pro¬ 
visions  wore  made  fer  Vo  i  v'i.  nt  of  storage  subsidies. 

14.  To  carry  cut  re.  ul»»tic ’S  for  the  distribution  of 
petroleum  t!*.o  ’'etroloum  ’'irtribvti-r  Compmy  was  asta  lishrd 
as  g  central  control  organization  for  tho  distribution  of 
petroleum  products,  placing  distribution  ir  the  hands  of 
one  authorized  company  for  each  of  the  47  pr  ^fecturos . 

15.  From  193/  to  1941,  the  total  daily  capacity  of  oil 
refineries  was  almost  quadrupled.  Inasmuch  as  Japan's  own 
production  is  ^on^ined  almost  completely  to  the  west  coast 
rofinori.'S  were  sullt  or  tho  ^acific  loast  to  be  more 
accessible  to  tho  imports  of  crude,  with  particular  emphasis 
on  crude  imports  fre-n  the  East  Indies.  3y  19^1  the  highly 
strategic  refining  plants  of  the  Navy  and  Army  had  been 
built  up  to  a  capacity  bordering  on  10,000,000  barrels  a 
year.  It  is  significant  that  tho  plants  ”cro  dispersed 

to  out  of  way  points. 

1'’.  Large  Japanese  Companies  from  193/  or  made  every 
effort  to  acquire  as  much  equipment  and  knowledge  concern¬ 
ing  tho  manufacture  of  aviation  gasoline  and  hirh  grade 
lubricants  as  possible.  I  any  reorganizations  ar.d  amalga¬ 
mations  took  place  after  1937  to  improve  the  financial  and 
operating  structure  of  tho  old  lino  oil  companies.  These 
row  amalgated  comranies  attempted  the  manufacture  of  high 
grade  octane  aviation  gasoline  by  establishing  new  plants 
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end  iropo^tint  trcn ■?  idovs  '•,'H’'titi“s  of  t^trn- 


othyl  laod  needed  for  rtorpii  u*  the  ootano  contor  t 
or  svtstior.  tasoliro.  ‘crtnir  o'1  t’  Mr  production 
Plans,  however,  -»cr  ?  ’'looked  vt  or  the  Vi.if.l  States, 

In  September  of  1<VC,  prohibited  tho  export  of  plans, 
designs  and  i*-fornaticn  ti.:t  could  bo  ured  ir  the  pro¬ 
duction  of  high  grad?  aviation  gasoline. 

1?.  Japan  was  ore  of  the  first  countries  to  build,  fast 
terrors  with  a  sp  ed  or  1  knots  or  mor?  compared.  with  tho 
usual  10  or  1?  knots.  ?«:twe?r.  1^3?  and  l°3°f  Japan's 
tanker  fl  at,  ercludlnf  rav.il  tankers,  Increased!  from 
220,000  tons  to  about  '-4 ',000  tons  and  in  19 A  l  it  was 
yell  in  ercoss  o^  <0C , GOT  tons.  These  additions  to  the 
fleet  arc  significant  in  that  they  constitute  necessary 
preparations  to  seevre  the  oper-dy  importation  of  petroleum 
to  be  niani  factured  i-  the  n  rtly  established  refimries- 
omiertly  serviceable  in  cr.S9  of  nr  tie--:  !  nm .rre^cy. 

1'  .  The  following  table  and  chrrt  marked  "lru.de  il 
lonsumptior.  and  Stocks  in  Jannn  '  roper"  shows  the  over 
increasir £  imports  of  p  trolrur  and  the  rev/in;  stockpile 
prior  to  the  v?e.r.  It  is  note'*  that  t  e  oil  embargo  of  the 
United  States  in  1940  cut  do^oly  into  Japan's  ras-rv'*  stocks. 
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19.  Through  econor.ic  sanction  in  1940  Japan  tried  to  force 
The  Motherlands  to  provide  22,990,000  barrels  cf  oil  and  oil 
products.  This  included  one  nJllion  tons  for  making  avia¬ 
tion  gasoline,  400,000  tons  of  aviation  gasoline  itself,  or 
roughly  throe  tines  the  normal  consumption  even  under  an 
intensive  airplane  trainin',  schedule.  This  nethod ,  however, 
did  not  noet  'ith  :.iuch  success. 

20.  To  attempt  a  degree  of  self-sufficiency  in  eetroleum 
and  petroleum  products  nroduction  the  Outline  cf  the  Plan 

for  the  Expansion  of  Productive  Fewer  by  the  3oard  of  Planning 
(Part  III  of  IPS  Document  1922)  orovidos  that  nroduction 
of  gasoline  for  aircrafts  should  bo  increased  approximately 
630  per  cent  in  the  four  years  between  1938  and  1941;  that 
production  of  artificial  gasoline  for  motorcars  should  be 
increased  approximately  2900  per  cent;  that  natural  heavy 
oil  production  should  be  increased  approximately  30  per  cent; 
that  artificial  heavy  oil  production  should  be  increased 
approximately  900  pur  cent;  and  that  lubricating  oil  for 
aircrafts  should  be  initiated  to  achieve  a  production  of 
20,000  kilo  litres.  It  is  noted  that  great  emphasis  is 
placed  on  the  artificial  petroleum  industry. 

21.  For  the  development  of  indigenous  production  the  Oil 
Resources  Hlxplcltatior  La w  was  passed  March  28,  1938  (Law 
Mo.  3D*  It  was  provided  that  those  who  had  mining  rights 
for  the  drilling  of  oil  nust  make  a  plan  to  be  submitted  to 
the  government  for  the  development  of  such  rights  and  that 
the  government  could  provide  subsidies  to  oil  producers  for 
trial  diggings.  In  addition,  the  government  was  empowered 
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to  five  orders  to  ircreasi*  productior  and  davolop  oil  fields. 
3y  thr  Rarvl -  tlcr.s  Tor  Ytjforc.W  SJ^JLU.  resources  Sxp^ta-_ 
tier.  Law  Conmrrca  and  Industry  Crdina:c*i  ”o.  778,  dated 
July  30,  1038),  it  W8?  necessary  for  the  owners  of  oil  rights 
to  maks  reports  to  tha  government  concerning  the  progress  of 
oil  exploitatioi  .  Standard  ratos  of  subsidies  for  d.rillinf 
vare  sot  up  ar^  subsidies  ’•ore  provided  .’or  “ha  purchase  of 
r  chir-rv,  fittir.f  s,  motors,  punps  and  accessorl os  for  drill- 
inf.  Tho  following  ta’'l<>  indicates  the  amount  of  increased 
subsi  ios  paid  by  tho  Ministry  of  Comm *rcn  an?  Industry 
alone  as  a  bounty  for  oil  prosp  .'•tir.f  • 

1935  137,04*  Yon 

193<?  34,7,  ([91  Yon 

1937  425,105  Yen 

1^38  903,]13  Yon 

1939  3,5*0,616  Yen 

19*0  6,<o91,70 4  Yen 

1941  6,124,676  Yon 

22.  Svory  effort  was  irnd*  by  tho  Jr  panose  povQrnnnnt  to 
dovolop  oil  interests  in  IVrtb/rn  Saphalion.  An  indication 
of  tho  emphasis  placed  upor  th  >  securing  of  oil  rights  in 
Sa^halien  is  sho-vn  in  tho  folloivir;  subsidies  paid  by  the 
1  inistrv  of  Commerce  and  Industry  for  th-*  securing  of  oil 
rights' 


1939 

6,148,000  Yen 

1940 

7,680,000  Yen 

1941 

3,?0f',C00  Yen 
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23.  The  Inn -trial  Cli_::ggr^Tlf  0  •’  arch  15,  ln/ 1  Uaw 

Ko.  73)  'st  .’tlir.h ?d  tl  Imp  rial  J-otrcl-Hin  Comp  nv,  a  national 
policy  company,  to  survey  and  develop  oil  fields  end  to 
control  th-*  purchase  and  si-l^  of  nil  petrol  vm  er.d  oil  pro¬ 
ducts.  The  capitalisation  cf  V.  is  national  policy  company 
was  100,000,00 C  yen,  one-half  o4>  which  was  Invested  by  the. 
f  ov'ornmcrt.  To  facilitate  its  finmcUl  op  ration,  the 
Company  was  allowed  to  issu?  debentures,  the  int*rost  :nd 
principal  of  which  wore  pvarnnt-ad  by  tl"»  governm  nt.  A 
dividend  of  6  per  cert  was  guaranteed  to  private  stockholders 
ir.vestir:  in  the  TnipTifl  il  ompeny.  The  usual  provi¬ 
sions  of  e>  em.pt  ior.s  frerr  'usings  tuv,  inborn;  tav  and  loc-J. 
ta^es  wore  £  ranted  so  ti  t  the  Coirpary.  a  monopoly  in  fact, 
vr  s  th?  active  povarrmert  instrument  for  the  purpose  of 
stimul  tin  and  cortrollinf  th.-*  indigenous  production  of 
petroleum  both  at  v  nr-  and  abroad. 

24,  etroleum  shertafes  presented  such  a  serious  problem 

to  the  military  that  it  was  decided  to  advarce  the  production 
of  synthetic  petroleum  U3ir.fr  coal  as  the  raw  ir  t*rial.  In 
ug.ust  1937,  the  *  i*t  passed  the  imp  •riAl._;  u.e.l  reyelopgl^nt 
Company  lay^  which  established  the  'mporial  uel  r.terprise 
.ompar.y  for  the  purpose  of  devclopin,  and  financing  the  arti- 
ficel  petroleum  industry.  hLs  Company  was  a  national  policy 
company  anc!  had  an  original  capitalization  of  100, vO  , COO  yen. 
1  and  ir.  hand  with  the  'mperial  ual  ovelopment.  Company  law 
vif  s  the  Syntheti  c  ;il  1  rJus  try.  law  which  provided  for  a 
system  of  licensing.,  tax  omemption  and  subsidies,  to  et.rer 
v/ith  government  control  and  guidance  of  the  new  industry, 
bounties  paid  by  the  inistry  of  Commerce  and  Industry  for 
th°  production  of  synthetic  oil  wore  as  follows' 


1939 

290,720  Yen 

1940 

386,099  Yen 

104  1 

804,361  Yen 
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?3.  The  irr  iri  -  l  jjjLrggr^"  U&  0  •  rch  H,  l’v  1 
Ko.  73)  'St  blish  ■  1  tl  ny,  national 

policy  conpmy,  to  survey  .nd  develop  oil  Holds  an-*  to 
control  th“*  punch.  sa  and  s-l*  of  all  petrol' vm  *nd  oil  pro¬ 
ducts.  The  capitalisation  cf  t)  is  national  policy  company 
was  lCO.OCC.OOC  yen,  on— he  If  o'-  which  was  invested  by  the 
fovornnnnt.  lo  facilitate  its  finmoi  1  op  ratior,  the 
Coppery  was  allowed  to  issu*  debentures,  the  lnt  *r:-st  end 
principal  of  which  wore  guaranteed  by  the  rovornm  nt.  A 
divider/!  of  6  per  cent  w  s  guaranteed  to  private  stoc’rholdors 
investln;  in  the  Imp "riel  il  ompany.  Ihs  usual  provi¬ 
sions  of  exemptions  free  'usir.ass  tav,  inborn:  tar  and  locil 

ta  '.53  -ore  erected  so  th  t  the  Corrpary.  a  monopoly  in  fact, 

• 

w  s  the  active  foverrmert  instrument  **or  the  purpose  of 
stimul  tlr»  and  '•or troll inf  the  indigenous  production  of 
petroleum  both  at  h.*«a  and  abro.d. 

24.  etrolevm  shorter  os  presented  such  a  serious  problem 
to  the  militar"  that  it  was  decided  to  advance  the  production 
of  synthetic  petroleum  using  coal  as  the  raw  rr  t-rial.  In 
ucust  1937,  the  *  iet  passed  the  Imt  -rial,. p.a.l. rsy&lqPEY'Iii 
Company  Lay^.  which  established  the  Tmpcrial  usl  ntorprise 
.ompany  for  the  purposo  of  devolopin.  and  financing  the  arti- 
fic.al  petroleum  industry.  h.Ls  Company  was  a  national  policy 
company  and  h  d.  an  original  capi  talization  of  100,00.  ,000  yon. 
hand  in  hand  with  the  Imperial  uel  development.  •  ompan.y  Lav’ 
was  the  Synthetic  ~il  1  CdJSSirY.  law  which  provided  for  a 
system  of  licensing,  tax  omemption.  and  subsidies,  toeotner 
v;ith  government  control  and  guidance  of  the  new  industry, 
bounties  prid  by  the  inistry  of  Oommorco  and  -  dustrv  lor 
th"  production  of  synthetic  oil  were  as  follows 


1939 

290,720  Yen. 

194  0 

386,009  Yen 

104  l 

804,361  Yen 
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id  i.  1  tf 

-  .'mo  vial  t 

uel 

ir  inii.trv 

„.t’  .’ODtir'TO^ 

and 

1°2^ 

1*9,09* 

Yen 

1939 

878,387 

Yon 

1940 

1,938,000 

Yen 

1941 

?,<2'',057 

Yen 

Xs  a  result  of  thaso  foregoing  fpw3.  and  the  special  emphasis 
placed  upon  the  new  industry  by  tho  govornmont,  synthetic 
petroleum  production  incrar.sad  1  rom  3,571,200  barr-.lc  in 
1939  to  5,066,600  barrels  in  1941.  '''he  proportionate  rate 

of  increase  was  from  P.73  P?r  cant  of  total  indigenous 
production  in  193?  tc  24.31  per  cant  in  19<1. 

25.  "he  South  i  anchurian  Tailvay  "‘ompany  attempted  to 
and  did  develop  the  production  of  petroleum  in  ’anchuria 

from  shale  oil.  Their  plans  in  193°  called  for  tho  production 
of  7,000,000  barrels  of  synthetic  petroleum  by  1943-  Inasmuch 
as  tho  production  of  petrol sum  in  anchuria  was  instituted 
for  the  purpose  of  supplying  that  area,  the  effect  of  such 
production  was  not  felt  in  apar  proper  since  only  negligible 
ruantities  were  imported  irto  cepan  proper. 

26.  Because  the  great  portion  of  synthetic  petroleum  was 
developed  directly  at  government  expense,  and  since  the 
production  was  bought  up  for  government  use,  there  is  no 
exact  data  available  concernin'  the  relative  cost  of 
synthetic  petroleum  in  capan  to  the  cost  of  the  imported 
natural  product.  Authoritative  sources,  however,  indicate 
that  the  production  of  synthetic  petroleum  from  coal  and 
shale  is  so  costly  as  to  be  prohibitive  under  normal  condi¬ 
tions  . 

27.  The  conservation  of  oil  and  oil  products  was  considered 
such  a  strategic  pro’-lem  that  the  lannlnp  -ard  gave  early 
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considc-r-  tior  to  Urit1*:«  th?  amour L  of  petroleum  avail¬ 
able  Tor  civilian  vre.  'r  arc:  ,  1"'  3r,  the  Inistry  of 
Jorurorce  and  '  dustry  CpA^  cc  /o.Jc,  provided  a  ration¬ 
ing  system  for  th**  use  of  potrcloum.  It  waj  pro/lded  at 
this  time  thrt  £.n solino  for  privet*-  motorcars  should  bo 
curtailed  by  <**C  p  <r  cu  t,  Co71  torts,  busns  and  overemont 
Cc.rs  by  30  pn  cant.  dtfitiorr.l  roful  tior.s  provided  that 
cortuin  preentares  of  alcohol  should  be  mix'd  with  gasoline 
for  motor  fuel.  IK  p^ernra^r-t  r;wo  an  impetus  to  the  use 
of  substitute  fu'ls  for  outo:.io>- i  1  -s  bv  th?  establishment  cf 
tl.o  .  ippor.  Substitute  vsl  *  roducor  ompary.  This  ''ompany 
was  grfii.tod  a  monopoly  ’or  the  production  of  apparatus  which 
converted  charco  1  or  wood chips  into  rml  for  automobiles . 

X  subsidy  of  30 .  yen  w~s  f  ranted  or  each  automobile  equipped 
with  substitute  fuel  aoporatus.  The  fubsidy  ludrot  of  the 
J  inistry  of  oromorco  an.'  Industry  for  substitute  fuel  for 
automobiles  Is  as  follovp* 


193P 

1, *£0,000 

Yen 

1939 

i,?rv,ooo 

Yon 

ln40 

2,900,000 

Yon 

1941 

3,cco,coc 

Yon 

additional  subsidies  were  paid  for  propafar.d  icing  conservation 
01  petroleum  and  oil  products  an^  *he  use  of  substitute 
materials  whore  v  r  possible.  Ctho.r  reflations,  however, 
which  limited  the  use  of  charcoal  and  coc.l  and.  normal 
substitutes  mad 0  suet  ref ulatlons  tantamount  to  non-use  of 
certain  facilities  normally  rt'-virinf  oil,  because  such 
substitutes  oven  were  not  readily  available.  Th?  extent 
of  emphasis  on  substitute  fuel  is  sho’«n  in  the  attempted 
development  of  gasolin-  from  pin  tree  roots  and  other  such 
highly  uneconomic  entarrriser. 

-  lb  - 


PURL:  http://www.lega!-! 


ccal  tn^t  :try 


28.  formally,  Japan  ir  a  substa  tial  exporter  of  cool,  ex¬ 
cepting  coking  coal  which  Is  imported,  however,  in  spito  of 
a  plentiful  supply  of  coal,  Japan  regulated  the*  use  of  coal 
for  productive  purposes  in  conformity  '  ith  the  national 
policy  and  stimulated  its  production.  ollowing  the  organiza¬ 
tion  of  the  *  ucl  bureau  in  June  193 7,  the  Coal  division  of 
that  bureau  was  charred  with  the  conduct  o^  all  matters  con¬ 
cerning  the  distribution  and  use  of  coal,  together  with  the 
regulation  of  transportation,  etc.,  the  development  of  coal 
resources  and  the  technique  of  coal  mining.  This  was  done 

in  cooperation  with  the  producers. 

29.  Industrial  planning  for  war  industries  necessarily 
implied  an  increase  ir  th-1  production  of  coal  for  manu¬ 
facturing.  The  reflection  of  this  necessity  is  disclosed 
in  the  Cutline  of  the  r  lan  for  the  IS*'psnsion  of  -reductive 

Po  er  by  the  Board  of  Planning  (Part  III  of  IPS  Document  1522), 
v/hich  provides  that  the  production  of  coal  should  be  increased 
from  5^*363 kilo  tons  in  193^  to  7^, 1^2,000  kilo  tons 
in  1941.  'hen  one  considers  the  nature  of  coal  mining  and 
its  already  v/oll  developed  state  in  193$*  the  proposed  ex¬ 
pansion  is  proportionately  very  largo.  To  provide  a  mechanism 
for  this  planned  increased  production,  coal  was  named  as  one 
of  the  important  minerals,  the  rroductior  of  which  was  to  be 
promoted  under  the  provisions  of  the  Act  to.  Promote  the 
Production  of  Important  Minerals  of  .Uarch  ?9,  193 8.  The 
expense  of  such  an  increase  in  production  was  enormous.  To 
a  small  degree  the  cost  of  increasing  production  is  disclosed 
in  the  fact  that  the  linistry  of  Commerce  and  Industry  alone 
paid  a  bounty  of  20,500,000  yen  in  1940  and  19,900,000  yen 
in  1941  for  the  stimulation  of  coal  production. 
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30.  Cn  upust  V  t  1<?3°,  by  doer nr  of  tho  -orarirca  and  Industry 
Hr.istry,  in  accord  rjo  with  Arti'-l*':  2  ov"  2  of  the  h/po-ts 
r.nd  Imports  Temporary  '  u?.r*rrnt  J&.7,  the**-.  v.as  promulf ated 
the  2Q£l..Sala.s_ yV,%X™z±  Vhosj  regulations  provided 
that  coal  produrars  and  cast?  ’yonts  c^ul^  not  soli  cool  with¬ 
out  pornslssicr  of*  the  I  in  is  try  of  Commerce  *»nd  Industry, 
except  sales  of  3 oss  then  25C  tors  per  month,  or  to  privileged 
named  distributors  of  coal  -'ho  wore  charged  with  carrying 

out  the  governm-nt  policy.  This  method  controlling  the 
flow  of  cool  into  ir.dvstrlr.1  productlor  »  r  most  effective, 
because  it  forced  producers  of  cortair  Industries  to  manu¬ 
facture  typos  of  products  desired,  thus  act  ievlnr  sp  idolized 
production.  This  was  also  true  of  electric  pc^or.  >y  virtue 
of  stimulation  of  cod  productior  and  by  limiting  the  use  of 
coal  into  what  was  considered  non-ess  •  dial  industries, 
the  actual  available  supply  of  '’00.1  vms  increased  for  war 
in  ’’’strips. 

31.  Continued  expansion  or  industry,  he /ever,  necassitated 
further  controls  over  die  riKut*cr.  Vo  tighten  distribution 
control  there  was  passed  the  Cod  fist  1 1  sd i.pp__r-.ortrol.  Lof'-j 
(Law  i’o.  1C4 ) ,  prii  lo/.c,  --hich  provided  for  the  establish¬ 
ment  of  the  Japan  Cov?  Company.  This  rational  policy  company 
was  created  for  the  pur  peso  of  !  r.dting  and  dls*i  ibutine 

all  coal  v/ithin  Japan.  Oho  law  provl  ?d  that  a. I  producers 

« 

and  importers  oi  coal  r.ust  sail  tc  ’o  nrvly  cros’ei  national 
control  company,  Che  J-  or:  Coal  .ompr r.y ,  an  absolute 
monopoly,  was  char;  of.  -.vit!  tho  purchase  and  silo  of  all  coal, 
the  importation  and  exportation  of  all  coal,  tho  licensing 
and  investment  ir.  coal  mining,  tor  other  with  related  enterprises 
and  with  m:  ttnrs  cone  or  nice  demand,  supply  and  prices.  ■’  or 
facilities  the  Japan  Co  1  lerepfir.y  was  empov.erod  to  take  over 
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the  management  of  oxistir  facilities  ^clor  irg  to  private 
cone  rr.s  for  the  distrl  ul  i  nd  ha  idlin'  of  ooa.l*  no 
o  r  hardly  env i s  1  or  a  more  ntsoliue  control  over  or.  industry 
th?.n  thst  o  orcisrd  bv  Ur  goverrm-nt  upon  the  establishment 
of  this  oompnry  in  conjunction  ’viU:  related  laws. 

32.  The  control  of  tie  co.il  i:  'u..*r/  :.rd  th*»  expansion  of 
it  cannot  bo  justiliod  cr.  the  bo.3ic  o^  sound  industrial 
expansion  when  one  considers  that  in  addition  to  mining 
subsidies  tho  govorrmont  paid  in  lr,/<  1  through  the  ir.istry 
of  "ommorce  ar/  ;  rstry  alone  94,651,216  yon  o.s  a  grant 
for  adjusting  coal  prices  to  other  commodities.  This 
monoy  was  paid  to  subsidise  submarginal  producers  ^ndto 
eomlizo  the  price  of  coal  to  users  by  a  pooling  arrange¬ 
ment  . 


19  - 
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33.  Sine-  c:  Tic  Is  pay  such 
jrcnuf  actum  of  e/  losivas.  the  uroc'srin:  or  materials 
^  th?  manufacture  of  a^uAj  ts  vital  to  ths  zr 
c-rU'ir  o «*  thn  chemic  1  Wus  trios  underwent  tremendous 

expansion  during  t:  ■  '  ‘  1041. 

any  cheaiic?- Is  .a-'  b -’-product'.  0/  oth*?  i*  *.ns trial  activity 
sc  that  ths  saeurir  of  ra-  crt-Tt.-ls  1"  mr.y  cases  nrosentod 
,  hence,  soncerted  action  for  production  required 
only  the  ex^ansior.  of  facilities.  -•  few  of  th*  more  im¬ 
portant  cheiricels  to?  rthnr  wLth  their  uses  md  production 
expansion  rrc  outlined. 

k-  '<(  vc  7 

34.  'thvl  alcohol  is  used  for  many  purposes  among  the 
most  important  of  v?ni-h  are  bv.-eraros,  medicines,  synthetic 
rubber,  high  errlosiv-r  s  ~nd  prop  *‘11  ir.ts ,  dyostuifs,  lacouoi . 
varnishes  and  arti^rnezc.  The  most  important  up a  quanti¬ 
tatively,  how  over,  is  as  r.  fua  •  •  rrc.v  to  3  TV-  ••  apan 
produced  only  about  11  3  o*jr.t  of  deictic  --v.irements 
of  ethyl  alcohol,  the  remaining  s  '  .r'  p^r  cent  being  imported 
principally  from  Dries  a  end  th«  South  oea  i-a"-d.?.itou  15  -  '• 

Thn  normal  p sa-'ftt  i.j/'  cc.-/' .avert  tot1  o  '  oth  'i  a-.oo.i-.  has  boon 
estimated  at  n.covL  C  .  nU’Uia.  Mitch  is  tie  l?3’i 

apparent  ecrsienpti.on  f  igure .  •  th«»  •• 'ip\n«i>o  //em¬ 
inent  announced  a  so  -ot  ,  'as  ;vv.  :  .r-  v  h*:~  -*1*;  »>\.rt  s.er.  in 

Japar  proper  ivoi'ld  ■»  Snc’-masr-d  1  J  -  r-*f-  ...ml  lo.ir-  o. 

year  by  1041 .  She  ttvorJi!;  *rt  ■*.’ si  JfD^  coi.cti’v  .  >  on 
of  new  pi-  nt  •.  ’  ;  -  •  •  -  1  to  t.afc*  place. 
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Although  the  tnr '  *t  rot  r^ch'd  thr.  follovirg  pro¬ 
duction  ta  ic  shows  nr  Ircro-'S-?  from  193*  to  1041  or  over 
600C  p'r  c*nt. 

STiriL  AI/JCKCL  rrCUCTICN* 

It’rit  -  1300  ilolitros) 


1?3* 

103^ 

1937 


1939 

19^0 

1Q41 


3*.0 
.0 
63.O 
67. 4 


35.  In  193^  the-  government  decreed  that  ethyl  alcohol 
should  bo  mixed  -ith  gasoline  "or  motor  fuel  ir  orcl°r  to 
r  ;duco  reliance  on  the  importation  of  e ■ selinn  and  to 
conserve  available  stocks.  The  expansion  cf  the  alcohol 
Industry  was  thus  planned  and  conserved  to  obtain  maximum 
self-sufficiency,  ropardloss  of  co;t,  in  order  to  reduce 
Japan's  vulnerability  in  evo^o  of  heirr  shut  off  from  the 
imports  cf  alcohol,  casolire  or  oil  by  wartime  blockade. 

3c.  Japan  starta'1  productive  of  synthetic  methyl  alcohol 
in  1933*  It  'vas  previously  made  in  sm  11  '•u^n titles  in 
.Varan  by  wood  distillation,  but  its  production  vas  almost 
negligible  since  it  could  not  compoto  in  price  mith  the 
imported  synthetic  methanol  from  the  United  States  ar.d 
'"or many.  Tn  order  t,o  become  indop^ndont  of  foreign  sources 
and  to  achieve  self-sufficiency,  the  Japanese  Covarnment 
promoted  the  production  of  the  synthetic  methanol  which  is 
one  of  tie  roost  important  of  the  war  chemicals.  Its  chief 
use  is  in  the  manufacture  or  formaldehyde  (which  is  used  in 
explosives),  plastics,  motor  fuels,  antifreeze  and  in  de- 
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Although  the  tnrrot  was  rot  r  scb.  *•*  the  follo»lrg  pro¬ 
duction  ta'lo  shows  .r  trero's*?  from  19'e  to  or  over 

600>.  per  c*nt. 

3Tiri  L  ALCOHOL  Fi- (AUCTION  1 

(Unit  -  1300  ilolitros) 


lc*37 


1939 
19-3  0 


1Q41 


3^.0 

44.0 

63.O 

67.4 


35.  Tn  193p  the  goverrm-r.t  decreed  that  ethyl  alcohol 
should  be  mixod  ith  gasoline  "or  motor  fuel  ir  order  to 
reduce  reliance  on  the  import- ti  or*  of  gasoline  ?nd  to 
conserve  available  stocks.  The  expansion  cf  the  alcohol 
Industry  was  thus  planned  and  conserved  to  obtain  maximum 
self-sufficiency,  regardless  of  co;t,  in  order  to  reduce 
Japan ' s  vulnerability  in  cvo^c  of  beirr  shut  off  from  the 
imports  cf  alcohol,  rasolire  or  oil  by  wartime  blockade. 

3c.  Jap?.r.  ste.rtc'1  production  of  synthetic  methyl  alcohol 
in  1933*  it  "'as  previously  made  in  sm  l1  '•uentities  in 
Japan  by  wood  distillation,  but  its  production  was  almost 
negligible  since  it  could  not  compote  in  price  with  the 
imported  synthetic  mcth;ncl  from  the  United  States  and 
formany.  Tn  order  to  become  independent  of  foreign  sources 
and  to  achieve  self-sufficiency,  the  Japanese  Covernnunt 
promoted  th**  production  of  the  synthetic  methanol  which  is 
one  of  tie  most  important  of  the  war  chemicals.  Its  chief 
use  is  in  the  manufacture  of  formaldehyde  'which  is  used  in 
explosives',  plastics,  motor  fuals,  antifreeze  and  in  do- 
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naturlrf  ethyl  alcohol,  ’ethanol  Is  else  usee*  directly 
In  th  r.rodu-'tio  of  orvlosl’  ^s  T"’  pi -sties,  iho  follow¬ 
ing  ta’^lc  sh"”s  the  ero^irou.'  'yparsior  lr  this  vital  chenicrl 
during  tho  y~ars  inmadl*t'ly  procodir.g  the  -ar* 

SYNTHKT I C  J  -'THY L  ALCOHOL  r‘"C DUO TICK 
(Hr.it  -  Hotric  Tors 

1032  0 

1933  162 

1934  2,  7B5 

1035  3.  *57 

1936  4,  3^9 

1937  6,  626 

193B  9.  776 

1939  11,  224 

1940  12,  788 

1941  19,  906 

BUTANOL 

37.  In  wartime  butanol  is  invaluable  as  a  raw  material 
in  tho  production  of  aviatio-  fuels  v/ith  high  octane 
values.  It  is  also  used  as  a  plasticizer  and.  solvent  in 
explosives  and  plastics.  Its  major  peacetime  use  is  that 
of  a  solvent  ir.  the  cellulose  lacquer  industry.  Prior  to 
the  China  Incident  Japan  was  almost  entirely  dependent  on 

imports  from  the  United  States  for  lt3  requirements  of 

•  • 

butyl  alcohol,  or  butanol.  After  1937  Japan  pushed  plans 
for  self-sufficiency  in  this  industry.  As  the  following 
production  table  reveals  there  was  an  increase  in  produc¬ 
tion  of  1,950  par  cent  between  193^  md  194 1* 
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m.n a*  :i  rRcrucTioic 

(Unit  I itric  Tons) 


193? 

C.  < 

1933 

49 

1934 

77 

193/ 

137 

1936 

?7 

193? 

137 

1938 

LfO 

1939 

?°9 

19^0 

6?o 

lo/'l 

’1,784 

GLYCERINE 

38.  Glycerol  or  clycorin-,  is  another  important  chemical 
which  is  used  in  the  iranuf  ac ture  of  explosives,  synthetic 
r;-sirs,  antifrcezo,  pharmaceuticals,  cellophane,  leather 
and  rubber  products,  an'1  r.s  a  solvent  and  moistening  agent. 
Japan  wn.s  ordin~r< I"  dependent  on  the  imports  of  glycerine 
or  plycorol  to  meet  requirements.  The  Japanese  government, 
to  become  self-sufficient  in  glyccrirc  production,  pro¬ 
moted  the  exp^rsio1  of  this  industry  through  subsidies. 

It  also  promoted  the  domestic  production  of  raw  materials 
by  restricting  fat  imports,  The  following  table  shoe’s 
the  exp-.rsion  of  indigenous  glycerol  production  in  the 
years  immediately  preceding  the  war* 


-  23  - 


PURL:  http://www.legal-to< 


T 


ciiY'Fr  iTJ"  "PorT^:nrN 
(ivit  -  l>trlc  Tons' 


193- 

<.'163 

1931 

3,  *79 

1932 

4,31? 

1933 

6,?Pl 

1«34 

4,971 

1935 

3, 935 

1936 

8,3-12 

1^37 

8/09 

193? 

10/79 

1939 

10,3*7 

1Q40 

8,?92 

10/u 

7,198 

AC2TCNE 

39.  Acotone  is  chiefly  used  as  a  solvent  in  making 
smokoloss  r°w--*ns.  It  is  also  used  in  ths  making 
of  lacousrc,  methyl  methacrylate  resins,  and  sub¬ 
stitute  glass.  In  1941  ov^r  40  per  cert  of  tha  acetone 
production  was  t’sed  i:.  ir, raking  organic  glass  for  airplanes. 
The  following  production  ta^ln  shows  an  increase  of  pro¬ 
duction  between  1932,  2  relatively  normal  year,  and 
1941  of  over  27,000  per  cent. 
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AC3TCN  ?  r  C^CTIO!! 
("rit  -  otric  Tons) 


193? 

1933 

1934 

1935 

1936 

1°37 


1939 

1°40 

1941 


1,734 

2,093 

2,1-°? 

?,972 


NITFIC  ACID 

40.  T’itric  Acid  is  an  ingredient  common  to  the  groat 
majority  or  important  modern  warfare  explosives.  It  is 
used  to  nitrate  a  variety  or  organic  materials  as  follows: 

a.  Coal  Tar  Dari ystij/og,  including  benzene, 
toluene,  picric  acid  among  che  high 
explosives*  other  coal  tar  fractions 
such  as  naphthalene,  cresolas  and  xylene 
which  can  also  be  Titrated  into  serviceable 
explosives* 

b .  Cellulose  and.  other  plant.  materials  to  make 
nitro-celluloso,  the  basis  for  all  modern 
military  propollarts* 

c*  Cl/corol  and  related  materials...  to  make 

nitroglycerine  used  as  e  component  of  double 
base  powders  and  os  a  compound  of  dynamite: 
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d .  Formr.ld?hydr_^rd_sirllar_trr.-t?ri  Is  with  ammonia 
to  yield  hoxofe*',  nd  'Ith  acetaldehyde  to 
produce  r-T  f  both  important  military  high 
explosives  rot  based  or  co.°l  tar  derivatives# 
The  increase  in  itric  Acid  production  is  shown  in  the 
table  below  together  with  tin  production  and  available 
supply  of  fixed  nitrogen  during  the  years  immediately 
preceding  tha  war. 


NITRIC  ACID  PRODUCTION 
t'atric  Tons  987  Cone. 


FIFED  NITROGEN  PRODUCTION 
&  IMPORT 

Unit  Metric  Tons  of  N2 


Production  t  - 

Production 

Imports 

Available  Supply 

1930 

4,178 

1930 

6o,900 

73,050 

142,950 

1931 

6,401  : 

1931 

72,400 

63,680 

136,080 

1932 

9,703  ; 

1932 

114,500 

54,800 

169,300 

1933 

14,845  • 

1933 

128,000 

46/50 

174,650 

1934 

20,781  • 

1934 

143,800 

56,860 

200,660 

1935 

23,370  • 

1935 

198,360 

75,000 

273,360 

1936 

30,494  : 

1936 

250,930 

90,500 

341,430 

1937 

4?, 593  : 

1937 

287,045 

57,400 

344,445 

1938 

7<?,302  : 

1938 

31^,195 

71,600 

387,795 

1939 

85,165  t 

193° 

28?, 015 

35,200 

317,215 

1940 

86,242  : 

1940 

323,095 

74 , 700 

397,795  | 

1941 

92,119  • 

1941 

355,230 

33,300 

388,530  ! 

DYES 

41.  The  following  ta’^lo  concerning;  the  production  of  dyes 
is  included  because  the  raw  materials  used  in  dye  production 
are  the  same  as  those  used  in  the  manufacture  of  explosives 
from  coal  tar  derivatives. 
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'  Y  '5£ 

(TY.lt 


-  FI  C"’t:ticn 

-  !'eirlc  Tor.s) 


1?3<> 

7,800 

1031 

9,700 

1032 

14,000 

1°33 

14,000 

1934 

17,100 

193* 

19,400 

i°3;- 

19,100 

1937 

21,400 

1938 

22,900 

1939 

27,^00 

1940 

23,?-00 

1941 

21,800 

PLASTICS 


4  2.  Tho  Japanese  have  iriniTfr.ctv.refi  all  the  leading 
types  of  plastics  for  mrry  y» cars  hut  particularly  groat 
increases  in  production  weno  after  1937  to  carry 

forward  the  self-sufficiency  program.  Cincc  tho  raw 
materials  required  to  make  the  type  of  plastics  based  or 
coal  tr.r  distillation  rrolucts  were  also  reruired  to  naka 
explosives,  efforts  "/era  to  develop  plastics  baser, 

on  other  than  coni  tar  distillation  products.  The  pro- 
dvetior  of  acrylic  resin  began  in  193^’»  ^  *s  v’,ry’ 

superior  transparent  rcsi"  that  is  used  in  making  shatter¬ 
proof  glass  for  airplanes.  The  cost  of  producer.  this 
plastic  is  too  high  for  ordinary  consumers  and  the  whole 
production  v/as  taken  by  the  military. 
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*3.  vinyl  acetate  roslr.s  sr^  tin  products  thereof  are 
v.snd  Ir  U  *  r  vf-ctv  ^  cf  synthetic  fabrics,  for  wat ar- 
■  ,  ,  •  1  •  siibsti tut*, 

in  electric  eesln  oo  tir  s,  lr.  t  rk  lirir  s  -.r*  a s 
^ir.ish  on  m^tf;lr-  to  nr.ko  tVnm  chemically  resistant. 

'A.  The  tnr  acid  rasirs,  bavin-  a  1  rfa  numb :r  of 
useful  characteristics  *nd  th  •  dvr-ntafe  of  lo-  production 
cost,  remained  the  most  imports’- 1  of*  the  pi  sties  that 
vere  used  nlthourl  they  are  derived  fror  cos]  tar.  They 
arc  used  for  makirr  telephone  r.u  radio  instruments, 
electrical  accessories,  protective  helmets,  valves,  build¬ 
ing  matori- Is,  airplane  parts,  Instrument  parols  and 
housing,  otc.  The  following  taNl->s  shov  the  expansion 
of  production  o**  these  thr>o  c*  smicr.ls  dvrlrp  tha  years 
immediately  preceding  th?  wn r* 


ACRYLIC  RESIT-  PRODUCTION 
U.nit-Kl  lor  rams 


193? 

- 

l°33 

1933 

- 

19.3/ 

1934 

- 

1935' 

1935 

- 

193* 

1936 

- 

1937 

1937 

- 

1937 

1938 

63,000 

193u 

0 

ro 

G 

ri 

27^,100 

I960 

194C 

208,516 

1961 

1941 

348,989 

_ _ 


7  IVY  I  ACTPTB  TAR  ACID  RESINS 
RESINS  PRODUCTION  PRODUCTION 
Unit-rilo* rams  Unit  -  Ketric 

Tons 


- 

1930 

0 

0 

ra 

- 

1931 

50- 

- 

193? 

700 

2,000 

1933 

1,000 

3,000 

1934 

1,400 

21,000 

1935 

1,500 

3?, 000 

193* 

2,000 

31,000 

1937 

3,500 

23,000 

1938 

3,600 

1939 

4,500 

1940 

5,100 

1941 

6,100 
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43.  Vinyl  acetate  rosins  sr.d  tlw'  products  thereof  are 
vsn(j  jr  th*  r  vufncture  cf  synthetic  fabrics,  for  wat  ?r- 
proof ' nf  fabrics,  as  -i'l'ri ”r,  s  a  latex  substitute, 
in  ol  'ctric  cabl*  co- tlrrs,  In  t  rk  lirirrs  urd  as 

. illy  r asistant, 

'Vi.  The  tar  acid  rcsirs,  havinr  a  1  rf a  number  cf 
useful  characteristics  end  t\  -  :.dventa?o  of  lev  production 
cost,  remained  the  most  important  o1'  the  pi  sties  that 
vers  used  although  they  arc  < crivod  fr or  coal  tar.  They 
arc  used  for  makirv  telephone  n<I  radio  instruments, 
electrical  accessories,  protective)  hjlmets,  valvos,  build¬ 
ing  renter i- If,  nirplaiv'  parts,  instrument  pnrols  and 
housinr ,  etc.  The  following  tables  shov  the  exp  rsion 
of  production  o**  thsso  thr  o  c\  amicals  durirf  tha  years 
immad lately  rrecodLn'  the  vr  r* 


ACRYLIC  RL3JP  PilCriJCTJCK 
U.nit-Kilof  rr.ms 


VINYL  ACETATE  TAR  ACID  RCEINS 
P.ESIi'S  PRODUCTION  PRODUCTION 
Unit-Kilo*  rams  Unit  -  Metric 

Tons 


193? 

- 

l°33 

- 

1930 

300 

1933 

- 

193* 

- 

1931 

50. 

1934 

- 

1935 

- 

1932 

700 

1935 

- 

1936 

2,0C0 

1933 

1,000 

1936 

- 

1937 

3,000 

1934 

1,400 

1937 

- 

1938 

21, COO 

1935 

1,500 

1933 

63,000 

193C{ 

3P,C00 

1936 

2,000 

1030 

27f  ,  100 

1940 

31.000 

1937 

3,500 

194  c 

20F,5l6 

1941 

23,000 

I938 

3,600 

1941 

34.8,989 

1939 

4,500 

1940 

5,100 

1941 

6,100 
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C0K2  AFjr-  COKE  CVSI  BY-PPC2VCTS 


. 


manufaeturir:  r  o'uipR'rts  a)  3  n/plonlves  Japan's  prop  ration 

for  rzv  1?  strict”*  Xy  ipptr^r’-  upo-  invoctir  ’.tier  of  the  ex¬ 
pansion  of  the  cole*  ^y-produa .  r  i  :vitr;.f.  The  coat  important 
coko  by-products  and  th'ir  indvstrlr  1  us  of  or:  shovm  as  follows: 

i:T  US?Pt  AL  TT?  rV  r::Vt)  -y-pp.fxT,CTS 
sjc?grH 


Explosives  Mv.nerovs  ore  rile  chemicals 

Pharmaceuticals  Folishas 

Perfumes  Varnishes 

Dyestuffs  Intermediates  Laceucrs 
I  hotof  rc.phic  bevalop'trs  Artiricl  .1  xcathor 
Snrlchlr.j  C'-s 


Fubber  Cement 
Textile  Soaps 
Extracting  Wax 
Solvents 
Celluloid  «?: 
Rubber 

Synthetic  Rubbo 
Iotor  Fuel 


tol^erf 


’xplosivos 

by: stuffs  Intermediates 
ubb:r  Ceirrt 
inlshes  for  Leather 


Numerous  o”t-  r.i:  chemicals 
Hr  rmaceuticr Is 
Solvent 
. erfuwes 

Solvent  for  Rubber 


Saccharin 

Varr.ishss 


NAPITHALEPE 


Explosives 

yostvffs  Intarr ediates 
y-*  stuffs 
ynthatic  resits 
.ynthotic  t  amirs 
•tc^uers 

iubbvr  roclnimirg 
food  preservatives 


Grgaric  chamicals 
Plastics 

Ar  t  i  f  i  cir.  1  lent  he  r 
Varnishes 
Solvorts 
Disinfectant 


PbSKCL 


xplosivc  s 
hurnacouticals 
-•stuffs 
jrfuims 

honerrayb  Records 
usulatinf  L  iterialc 
yrthatic  Rubber 


Crrerie  Chemicals 
Pisirfeet',r  ts 
Photcf raphic  Developers 
Fl:stie  Compositions 
Development  apert  ir. 
dyei^r  &  pirirting 
textiles 


Fhthalic  Acid 
Lubricating 
Composition 
Insecticides 
Binder 

Enriching  Gas 


Germicidal  Com¬ 
position 
Antiseptic 
Artificial  Tannin 
Synthetic  resins 
Faint  Sr.  Vc.rnish 
.v- mover 
Detergents 


C RESOLES 

xplosivos  Pairt  Varnish  Romcvors  Pharmaceuticals 

isinfoctsnts  Leather  Preservative 

umigarts  Solvents 

hoto: raphic  Dev^lopebs  ’  F.astos  and  grinding  compounds 
rintinp  Inks  Softening  .Sr  reclaiming  rubber 

Synthetic  rosins 
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The  follo’virr  tf;Kl?s  si  o'?  the*  GTp'nslor  of  the  coke 
over  by-products  industries  rpd  clearly  deronstr  t-»  incro-.sod 
war  pot artlr.  1 . 


BENZENE  PRODUCT I ON 
(Urit  -  10CO  letric  Tors) 


TOLUENE  r RCPUCTICN  &  ILTORTS 
(Urit  -  1000  Kg  trie  Tons) 


Irggng.ti.op 


'orts 


gUTFly 


1930 

**.0 

1930 

1? 

•  . 

n.f». 

- 

1931 

6.0 

1931 

• 

r.d. 

- 

193? 

7.7 

1932 

n 

t  r* 

rr 

• 

1.3 

1933 

9.9 

1933 

1.2 

1.0 

2.2 

1934 

34.9 

1934 

1.6 

.5 

2.1 

193? 

26.3 

1935 

2.0 

.5 

2.5 

1936 

31.3 

1936 

2.3 

1.0 

3.3 

1937 

33.1 

1937 

2.P 

1.0 

3.8 

193ft 

54.9 

193ft 

4.6 

3.1 

7.7 

1939 

60.  5 

1939 

5.2 

5.2 

10.4 

19/*0 

76.1 

1940 

6.1 

1.3 

7.4 

194  1 

88.1 

1941 

7.4 

.7 

8.1 

NAPHTHALENE 
Metric  Tons 

PHENOL 
letric  Tons 

CRE30LS 
1 etrtc 

tons 

1930 

8277 

11C4 

1930 

1931 

8760 

1168 

2070 

1932 

9765 

1302 

2275 

1933 

1174  5 

1566 

2740 

193* 

12060 

l'OP 

2810 

1935 

13509 

1800 

3150 

1936 

15894 

2119 

3710 

1937 

22770 

3036 

4300 

193^ 

25302 

3373 

5850 

1939 

?p34  7 

3780 

6620 

1940 

29558 

3.074 

678O 

1941 

304  62 

4062 

7100 
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46. 

in  tha  chemical  industry  ’.tv*  th*  .n?t  numb a r  of  uses  of 
i’  •  or*  rt  1  r .  If  ti:":  o’’  y/  r,  because  of  th-se 

ic-ny  uses  of  ehaRic-.la  it  is  "  slr.jle  from  as  to  convert 
the.  end  output  of  the  industry  from  civilian  products  to 
wer  mat  ri  Is  product icr. .  It  i3  noted  in  Append ir  I  of 
the  "Ortlln'  of  the  fivc-Ycur  Pl:.r  for  tha  Production 
of  W;  r  :  nteriftls"  (I?S  foeunnnt  9002)  that  Chemici  1  Works 
vrere  expected  to  b:>  converted  to  tha  supplying  wr  materials 
of  many  sorts. 

47.  In  additioi  to  subsidies,  *oth  direct  end  indirect,  to 
stimulate  ehftBic:  1  production  the  S v r th-. 1 1  g_ .Chin-teal 
Industry  L art  of  1540  **'&s  designed  to  promote  the  chemical 
industry  as  a  ‘thole  by  rastrictlni  univ.o  competition#  It 
provided  for  licer.si»v*  establishmrts  producing  rubber, 
toluol,  Vnzol,  methanol,  butanol,  ascetic  acid,  rosin. 

•  r.d  syrth.tic  fibre.  This  sort  of  licensing  control 
allowed  the  government,  as  in  thf  cases  of  other  specific 
industries,  to  doir.iir  te  s/cnetnsioi  of  special  domical 
production  enterprises  and  by  regulation  of  products  of 
th »  primary  industries  concerned,  to  regulate  the  amount 
and  kind  of  the  chemical  nd  product. 
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In  tho  chemical  industry  an*  th»  irwt  runbar  of  uses  of 
l»  port-rt  eh"la  lr.  Ir  tiuc  o«*  v/  r,  because  of  thrso 
jc-ny  yc-ns  0f  chamic-.la  it  is  r  simple  process  to  convert 
thet  end  output  of  tho  industry  from  civilian  products  to 
\v:t  mat  rl  Is  production .  It  is  noted  in  Appendix  I  of 
tho  "Outline  of  tho  I’ivc-Yo  ir  Plan  for  the  Production 
of  W;  r  laterinls"  (IpS  Document  9002)  that  Chernies  1  "forks 
;7or?  expected  to  b3  converted  to  th-!  supplying  "nr  me. tori -Is 
of  many  sorts. 

47.  In  addition  to  subsidise,  Kcth  direct  rrd  indirect,  to 
stiarulcto  eh*mic  1  production  the-  S^iiitifi.  epical 
Industry  Lay/  of  1940  v&s  desit  ned  to  promote  the  chemical 
industry  as  a  vhole  by  restricting  undue  competition.  It 
provided  for  licur.s  icy  establishments  producing  rubber, 
toluol,  benzol,  noth  a  no] ,  butanol,  -noetic  acid,  roslr. 

•  nd  syr.th  tie  fibre.  This  sort  of  licensing  control 
f.llo’ved  tho  p ovcrnaient,  as  in  thr  eases  of  other  specific 
industries,  to  domin  te  a<r.rsioi  of  spocid  chemical 
production  enterpriser  and  by  regulation  of  products  oi 
th3  primary  industries  concerned,  to  regulate  the  amount 
and  kind  of  tho  chemical  nd  product. 
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S!’ir3UILniNC  INDUSTRY 

4£.  The  conduct  of  vr  i:  foreign  territory  n©C3Sc.  rily 
<5  rands  r.r. ^ '•vr.tc  ocnar.  tr-i.sportntioi:  facilitl.E.  Support 
of  \r.  vt.iy  in  :  e:  a'  nr*  a  ai  d  t  r  eed  for  shirpi)  r  to  bring 
necessary  imports  brought  about  rr  early  *Yr  rslcr  of  ship¬ 
building:  by  Japan.  Ir  193?  the  Japanese  Gev-rnnert  mdn 
r.n  important  ^ocisior  rhj*.,  vlth  j  view  to  improving  tho 
unfavorable  ag*  of  Japanese  ships  and  to  reduce  the  frequency 
of  in  rin casualties  .  it  introduced  tho  first  of  tho  "scrap 
and  bv.HU"  programs.  The  first  prog  ran-  which  took  affect 
October  1,  1°3P,  provided  for  the  construction  of  300,000 
gross  tons  of  now  shipping  on  corr’itior.  that  two  tons  of 
vessels  cf  25  years  or  over  wore*  scrapp'd  for  each  ton  of  new 

vessel  built  under  subsidy,  fhach  n<u<  vessel  had  to  b© 

0 

4,000  f-ross  tons  or  over,  crpablo  of  at  least  13*  knots  of 
spaed  and  built  in  a  Ja panose  shipyard.  Un’or  this  scheme 
approximately  200,000  gross  tons,  amounting  to  31  new  vessels, 
wore  built  *vith  a  total  Government  subsidy  of  nearly  11,000,000 
yen.  Thu  sacor.d  and  third  "scrap  end  build"  programs  which 
took  effect  in  193  ^  end  193^»  respectively,  produced  a  combined 
result  of  tho  construction  of  100,000  new  gross  tons  with  a 
subsidy  cf  little  more  than  half  that  under  tho  first  program. 
Tho  vessels  ’^uilt  ur  'er  those  second  and  third  programs 
had  gross  tonnages  of  4, COG  or  over  end  ’ere  capable  of 
at  least  15  knots  of  sp  ed.  Thus,  between  the  years  193? 
and  193 9  th.jve  were  built  approxinatoly  4?  fast,  new  and  largo 
carte  ships  of  approximately  300,000  gross  tors  giving  Oapan 
more  tor-rag-  less  than  five  years  old  in  proportion  to  her 
total  tonnage  th  n  any  other  ration  in  the  world.  A  fourth 
production  program  cam.;  into  operation  ir  April,  1937 
providing  for  the  subsidized  construction  of  superior  pass.'irfer 
and  passongor-carro  liners  of  not  loss  than  6,000  f ross  tons  of 
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19  knots  of  sp.'d.  The  subsidy  rite  for  this  building  pro- 

- 

*9.  Cthor  indii?ct  assist:  nee  tc.  shipbuilding  was  riven 
bv  t'.C;  Iror_  ’  -'tr '  '  **  tvr '  r  1  r ’ustry.. T.  Enforce  3r.t.  iTdiiyvnco 

!  o.  ,  t  .  .  . 1 '  subsidies 

for  iron  taerufaotur  rs  'ho  p^ve  special  consideration  to  the 
i.v-'ruf*  cture  of  sto-'l  plat's,  tu'”s  ird  pipes,  wire  and  rod 
including  turbir^  blades,  'tc.,  nil  of  which  voro  assert!?.! 
to  th3  expand  in?  shiobuilding  prorran;. 

50.  The  Outline  of  the  Pirn  for  the  E'-p.rsien  of  roductivc 
Fowor  by  the  Board  of  Hcnrim*  (I>rt  III  cf  IF3  Pocuivr.t  1*22) 
demands  an  expansion  oj  ships  from  *02,000  gross  tons  in 
1939  to  650,000  gross  to^s  by  nd  of  19<1  or  roughly  ar 
expansion  of  on. -third.  Because  thi  program  did  not  novo 
forward  ouickl '  enough,  the  ghtpbvildirr  Industry  Law  (Law 
To.  71)  vis  promulgated  April  *i,  1°39.  Th3  purpose  of  the 
Shipbuilding  Industry  Law  was  to  sanction  and  provide  subsidy 
and  loss  indemnification  tc  encourvo  shipbuilding.  Basically, 
th-;  law  operated  to  allow  the  Imperial  Government  to  make 
contracts  with  bankln;  of  nrizatlqns  that  provided  funds  for 
shipbuilding  or  for  buying  ship-,  and  to  indemnify  the  loss 
they  r.irht  incur  by  accommodation  of  tha  funds.  By  the  samo 
law  th.3  Government  a- is  uthcrizod  to  issue  public  loans  to 
the  necessary  limit  ar.d  to  pry  th?  indemnity  in  bends.  The 
shipbuilding  industry  was  brought  un 'er  strict  government 
supervision  by  .  syst3m  of  licensing  production.  Further, 
the  est-  ‘■'lishment  of  new  enterprises,  am.  1,  am  a  tion  and 
c  ssation  of  work  cf  the  shipbuilding  conp  nies  v/as  made 
subject  to  government  permission.  When  it  v/as  doomed 
nrc  ssr.ry  in.  the  public  interest,  the  Government  was  om- 
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pov/crad  to  ordr  tho  ’r.sf  1 1  tior,  sr.l  r<  **c.:nt  and 
improvement  of  oruipia*.rt,  to^  jth-r  with  the  repair  of 
v-scols,  irfin»>s  and  arylp^nt.  Tor  tMs  supervision 
the  shipbuilders  wore  fivir  th  ri^ht  or  omin'Tt  donr  in, 
allowed  to  issu-'  debentures  uv  to  twice-  thr.  amount  of  tho 
paid-up  capital,  w? re  j?r  .rted  direct  subsidies  .•  nd  indemni¬ 
fied  lor  r.ny  losses  incurred  in  tho  execution  of  the 
Government  ord  -rs. 

51,  By  a  series  of  regulations  tho  Government  standardised 
typos  of  carfo  vessels  one'  in  per*'’':.]  systematized  tho 
control  of  the  industry.  Tiroct  participation  in  the 
eeuipplnc  of  the  shipbuilding  industry  bv  the  Government 
for  war  purposes  was  further  provided  for  by  the  Industrial 
Equipment  Corporation  established  by  le; islation  in  Novem- 
b  r  1941.  One  of  the  prir-;  purposes  of  this  corporation, 
dot.ils  of  which  will  be  citvl  1-tar,  was  to  ecuip  ship¬ 
yards  and  build  ships.  Thus  by  bocenbor,  1°41  the  ship¬ 
building  industry  of  Japan  had  for  severe  1  years  boor, 
rifidlv  controlled. 
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powered  to  ordr  tU  'ns*-  ll-.tior,  :r.l  r.  -vc  ?nt  and 
improvomart  of  orulpavRt,  together  with  th  ■»  roprir  of 
vessels,  cry  in/*s  and  *rv.ir*'*nt.  for  this  supervision 
th 3  shipbuilders  wore  f  iv.  r  th:  ripht  of  omir  >rt  donr  in, 
allowed  to  issu*  debentures  up  to  twice  the  amount  of  tho 
paid-up  capital,  ware  prv'Ud  dir  ct  subsidies  •  nd  indemni¬ 
fied  for  r.ny  losses  incurred  in  th-*  execution  of  the 
Government  orders. 

51,  By  a  series  of  regulations  tho  Government  standardised 
typos  of  car^o  vessels  snd  ir  per era]  systematized  tho 
control  of  tho  industry.  Cirect  p  rticipntion  in  tho 
ecuippinp  of  the  shipbuilding  industry  bv  tho  Government 
for  war  purposes  was  further  provided  for  by  tho  Industrial 
Sruipm  nt  Corporation  established  by  1?  iclr.tion  in  Novem- 
b:r  1941.  On*'  of  tho  prir:  purposes  of  this  corporation, 
details  of  which  will  b>  city!  1-tor,  was  to  sruip  ship¬ 
yards  and  build  ships.  Thus  by  Pecan  bar,  ln41  the  ship¬ 
building  industry  of  Japan  had  for  several  years  boor 
rip  idly  controlled. 
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IRON  .VAKWACTORITO  INDUSTRY 


2.  Japan  has  olv.ays  been  deficient  lr  the  indigenous  pro¬ 
duction  of  iron  for  tho  development  of  heavy  industries  end 
industrial  purposes  generally.  Ever  sinco  the  turn  of  tho 
century  tho  iron  industry  has  br:n  subsidised  because  of 
the  high  cost  of  production.  However,  it  was  not  until  tho 
passage  of  tho  Japan  Iron  i:-  nufacturiro  Company  L^y,  April  6, 

1933  (Law  Ko.  47),  that  tho  government  directly  took  a  load- 

% 

int.  part  in  the  iron  industry  as  an  op.rator.  The  ?.for 0- 
ror  tiered  Law  established  tho  Japan  Iron  1 anufacturing  Company, 
a  national  policy  company,  for  tho  development  of  tho  iron 
manufacturing  industry  and  tho  sals  of  iron  and  steel.  This 
Company,  controlled,  directed  and  financed  by  the  govern¬ 
ment  subsequently  became  tho  largest  producer  of  iron  in 
Jap<-n  and  the  hub  of'  tho  iron  industry. 

53*  "'ith  the  commencement  of  activities  of  tho  Planning 
Joard  further  spacir.l  attention  was  given  to  stimulating  and 
controlling  iron  and  sto-^1  production.  On  August  12,  1937 
(Law  No.  60),  tho  Iron  arufacturlnr  I  dus trial  Law  was 
passed  to  develop  iron  manufacturing  industries  of  Japan 
and  to  strengthen  national  defense.  This  Law  provided  that 
persons  wishing  tc  inaugurate  iron  manufacturing  enterprises 
or  suspend  or  alter  facilities  must  first  obtain  permission 

m0 

of  the  government.  Those  who  developed  iron  manufacturing 
enterprises  under  this  law  wore  entitled  to  expropriate 
land  under  the  Land  Expropriation  Lew  if  their  annual 
capacity  w-s  over  100,000  tons.  Likewise,  other  privileges 
were  extended  to  those  willing  to  engage  in  iron  manufactur¬ 
ing,  such  as  exemptions  from  income  and  business  property 
taxes  and  exemption  from  import  duty  on  machinery,  ecuipments 
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rvnci  sutori  Is  rrc^ssary  to  t'  2  tnCvstr*.  Special  tax 
exemptions  ;<r?  fiver  to  these  annul  'it,'r:rs  *  ho  corn  need 
the  pr-o-'A-ctior  of  ri  ire  ~rct  lrcr  snr.3  -n’  iron  ore. 

This  practice  is  o-co  lir  ly  vr  ■'oorer  leal  w 'cause  iron  3rnd 
Is  vary  lov  pred.*  oro  and  can  be  snr.ltod  Into  pit  iron  only 
- t  hijh  product ion  cost.  Undor  certain  conditions  the 
overnmort  *  as  nin»c«er&d  to  t  rr»  t  othar  subsidies  ror  the 
development  of  tin  iron  industry.  The  subsidies  paid  by 
the  iristry  of  Jomrarco  and  Industry  alor.3  r.s  a  bounty 
for  iron  production  *erc  as  follows* 


i^3r 

1,799,966  Yen 

193* 

1,400,361  Yon 

1937 

1,941,539  Yen 

193c 

3,8^5,407  Yen 

1939 

2,005,791  len 

lfWO 

4,0*Gf0W  Yen 

104  1 

1,804,050  Yon 

This  bounty  vrs  in  addition  t-o  oth'r  subsidies.  In  the 
sv.bsO'  V.ent  Iren  ’Irrof  cturir.  I  -dustrl.-F  L^.yfe  fr forces  :nt — 
Ordlnmcg.  Imporicl  Crdir'.noo  No.  e07,  dated  September  20, 
1937,  there  wer -«  set  out  special  rates  cf  subsidies  for* 

(1)  Steel  Lnpot  and  ste  :1  billet  for  forpinp. 

(2)  Wire  and  rod,  including  turbine  plates. 

(3)  Ste-1  plates. 

(4)  Tubo  and  pipe. 

These  materials  are  all  used  in  the  build inf  and  ropr ir  cf 
steel  ships. 


_ 
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54*  '  c r  1 1  t'.  tv  privil e  «c  -nd  sub? id i  >s  th$  govornrert, 

under  t )  -■  Trc,‘  !  rvfactvrlv  T-ivstri  1  Law  was  empowered 

to  Street  Iron  i  • u  -  •  •  of  sale  prices, 

terms  cf  sal?,  vr  sior  ird  iraprovomir.t  of  facilities, 
chant  2S  in.  op.^r^tir,  methods  nil  sue!.  othor  o.ctior  s  t;s 
•ora  ji:  cessary  to  control  th-  H-d  tnd  direction  of  iron 
manufacturing  enterprises.  As  wes  thj  case  in  many  other 
industris,  th  ?  mechar.i  sm  for  control  of  iron  manufacturing 
v/  s  the  cortol,  or  control  association  systes:  by  which 
substantial  producers  of  iron  wor-:  allowed  to  effect 
under st;  ridings  ct.on>  th  ^solves  vr.de  r  the  control,  guidance* 
and  approval  of  the  government .  Peculiar  to  the*  iron 
industry,  however,  is  ti  c  '’ret  th- t  th:.-  controlling  in¬ 
fluence  in  the  association  v:as  always  the  government 
controlled  Japan  Iron  l>ru  lecturing  ’orrany  which  acted  as 
a  private  corporation. 

The  Act  to  I  ro.notd  the  Production  of  Important  Minerals. 
Act  he.  y:,  Larch  29,  1QV’,  specified  iror’  as  one  of  tho 
important  minerals.  Undor  this  Law  tho  government  could  order 
all  owners  of  mi  r  ing  rights  to  commence  mining  operations  or 
sail  their  mining  rights  to  those  -ho  would  do  so.  Such 
artifici  1  stimulation  of  production,  with  no  relation  to 
production  costs,  brought  many  svbmarg innl  producers  into 
the  field,  hut  oven  ’'ith  all  tho  forces  of  special 
log  is  la  tier  to  promote-  indigenous  production,  Japan  continued 
to  import  enormous  'Utentiti --s  of  not  only  pig  iron  but  also 
iron.  ore. 
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production 

of  finished  s 1 5 1 .  Srormous  '-uirtitl  s  of  scrip  Jror  wore 
U.port-d  r'  -.’forts  •»  •:  ,r  *•  *o  collict  nd  conserve 
local  scrip.  Or  T’ovamb.r  ?i,  1938,  •.  doer"  of  the 
Cor.jji.-rce  and  Industry  J  iristry  s*t  up  th--  Scrap  Irop 

Confrcl  ■  •  pul  -tin  -e  rslatir-  to  collection 
<.nd  use  of  scrap  iron  find  steal.  To  f.-cilit&to  the  handling 
of  scrap  iron  and  raw  materials  th-ro  was  inaugurated  n 
special  control  comaary  -’U  eh  h  ■}  the  monopoly  over  such 
distribution  and  sell.  The  -ctlors  of  this  control  company 
wore  directed  by  the  povcrnn&rt . 

Tho  Outline  of  tht?  Flu  for  the  3:'p?.nsior  of  Productive 
Power  by  tho  Board  or  I  laming  (Part  TIT  of  IPS  Document 
1522)  indicates  tho  eiaphasis  placed  on  incraasing  indirgrous 
production  of  iron  and  steel  in  corformity  with  the  national 
policy.  Tii a  schedules  of  planned  increase  are  as  follows: 


Steel  I  a tenia  1 
Ordina  ry  Steel 

Special  Stool, 

pig, cast  steel 

Stool  Ingots 

Pig  Iron 

Iron  Ore 


1?3S 


I$39 


1940 


1941 


4,6lr,000  , ^3  ,OOC  6,2PC,OCO  7,260,000 

520,000  67c, 000  820,000  1,000,000 

6,310,000  7,75 3,000  8,799,000  9,950,000 

3,300,000  4 ,000,000  5,293,000  6,362,000 

2 , 2 r  0,000  3,200,000  4,400,000  5,700,000 


V/.  ary  additional  rogul  tions  controlling  the  use  of 
iron  and  iron  products  were  promulgated .  It  is  interesting  to 
rote  th  t  there  were  certain  favored  industries  into  which 
iron  was  channelled  as  a  basic  material.  For  irstarcc, 
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under  t\  5  £_-st;  Ir<-r  : ' 'V*  tvi-.I  ■■  to1  «  u--trh  »rr  r  -  »•■■  »<  . 

of  Si.pt  .mb  r  3,  i°3’  ,  Co  :  rco  rd  I»'dv  try  :  rt  •  r.t 

Ro-ul  tlon  J’o.  it  Is  crvidc.d  th*  t: 

"P  rsorif.  pi  rrir  tc  vt  ^'ish  or  o  \nd  or  ^U'r 
.only  in  c  s  of  c..i.c!ty  iroraLsej,  c  >st  iron 
i.  nuf:.cUTtr*.  f  c  1  i t i •  s  must  obtain  permission 
frost  th  I  ir  if.  t  r  of  Coirr-.rc^  :  r  d  In  ustry.  But 
'  xc  ties  :•  ro  -revised  Ir  tho  followinp  cases: 

'(1)  Est~V  is hw  rt,  .o' Tension  or  ^Iter'-tion  of 
c  st  ir.  n  tsrufactur  r;  facilities  by  ? 
co/r.mry  *hich  is  establish'd  by  a  sroclil  ordirv'rco 
or  by  af-rov  1,  r  rmlssior,  or  llccr-sod  of  art 
•  du.iristr  tivr  oLftco  of  th*  ro,‘' rrmoi.t  +  . 

’(2)  3st:.b  ishmar.t,  or  rsior  or  altorrtion  of 
c'st  iron  i.  ru:  ct’  rir.f  facilities  us  d  for 
industri is.  cori.iitted  by  th^  Automobile 
I  r nu^nctvrir.p  Industrial  Lrvv,  tho  ? • chin*  Tool 
L-.ru^cturlrp  Industry  Lav/,  the  Airor-ft 
Ianuf?ctu.r:r g  Industry  Lav/  ,.rd  tho  Shipbuildirp 
Industry  Lav/  **  . 

Tho  intop ration  of  the-  v.riovs  production  stimuli  for  tho 
purpose  of  adv^ncirp  svecial  -artirro  froduction  is  desired  is 
obvious. 

^  addition  t*.  tbo  oittuh  sis  1  end  u'on  indipenous 

rro^ucticn  of  iron,  so  ossinti*  1  to  wartime  economy,  the 
-OVorru  i  t.  did  not  stop  the  Lr:  ertation  of  iron  ore,  s  arr  p  and 
n-..nui  ..otur :■<?  iron.  Tho  various  rlars  of  tho  Planning  3o  rd  always 
pie  co  *r,'  .t  str  >ss  or.  tho  so  our  imp  of  the  r  tural  dsficiercies  of 
th-’S.i  4  roduots.  Tl.  t  the  iron  md  steal  industry,  by  virtue  of 
the  v  ; nous  .  cvornmontnl  :  c tiers,  urd or'vor.t  in  enormous  err .-. rsior. 
is  indi.cn  tod  in  tho  followinp  tables  m  r'  nd  — 

-V'- 
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TA  LE  A.  Product!  n  rrd  If  ports  of  Iron  Or*,  Japan  Proper 

TA  .  B  ►  .  Prc  luctio;  nd  Importi  of  if  iror, 

TAuLE  C.  iroductioi:  ~r.d  Imports  of  Steel  Scrap,  Japan  Froper 

TABLE  D.  Prodv.cticr  and  Imports  of  Mr  ish-d  Stool,  Japan 

Proper 

.r.d  in  the  ettachad  oh  rt  :aar'r.d  "Steel  Production  and  Imports 
in  J  ipr.r.  Prcp-r",  v/hich  is  o  graphic  reproduction  of  th-;  Tr.blof 

TA.*L3  (AJ 

PRODUCTION  AKD  ILTORTS  OP'  IRON  ORE,  JAPAI*  PROPER 

1904  -  1941 

_ - — JLor  sj _ 

i  reduction  Tirports  froai  Imports  from  Total  Supply 


Year 

ir 

JcDstn 

Korea  ard 

_ SYtnchptrla _ 

other 

.  countries _ 

1Q26 

130 

99 

704 

1,023 

1927 

160 

169 

93  3 

1,267 

1925 

158 

225 

1,618 

2,001 

1929 

170 

314 

1,945 

2,438 

1930 

2<6 

258 

1,974 

2,508 

1931 

205 

1 77 

1,550 

1,935 

1932 

227 

198 

1,476 

1,861 

1933 

320 

293 

1,524 

2,099 

193* 

432 

184 

2,128 

2,744 

1935 

‘'IS 

243 

3,404 

4,153 

1936 

619 

243 

3,780 

4,642 

1937 

584 

304 

3,009 

3,897 

1932 

766 

340 

2,842 

3,978 

1939 

850 

413 

4,536 

5,799 

1940 

993 

496 

4,643 

6,122 

1941 

1,334 

812 

4,246 

6,392 
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TABLE  (B) 


FRCDUCTICN  AND  IMPORTS  OF  PIG  IRON,  JAPAN  PROPER 

1926  -  19*1 


(Thousand  l  'ttric 

Tons) 

YEAR 

Production 

in 

Japan 

Imports  from 
Forea  & 
Manchuria 

Other 

Imports 

Total  Supply 

1026 

810 

105 

400 

1,315 

1927 

896 

103 

473 

1,472 

1928 

1,093 

140 

570 

1,803 

192° 

1,087 

133 

654 

1,879 

1930 

1,162 

109 

405 

1,676 

1931 

919 

95 

399 

1,413 

1932 

1,010 

528 

122 

1,660 

I033 

1,437 

615 

185 

2,237 

1934 

1,728 

573 

204 

2,505 

1935 

1,906 

514 

579 

2,999 

1936 

2,C07 

394 

7C1 

3,102 

1937 

2,309 

34  8 

783 

3,440 

1933 

2,562 

425 

647 

3,634 

1939 

3,231 

*73 

354 

4,198 

194  0 

3,486 

595 

259 

4,340 

1941 

'*,233 

691 

93 

5,017 
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TAPL2  (C) 


PRODUCTION  ArP  IiTCF.TS  OF  ST.:, El  SCRAP,  JAPAN  FF.CFSH 

19 ?6  -  1Q41 


(ThousnrA 

flu  trie  Tons) 

Y1AR 

Com: stic 
Supply 

Imports  /,ro"i  Othur  Tot  si 

:.p.r.churio  Imports  Supply 

Consumption 

for 

Steel  leaking 

1926 

7  07 

- 

80 

78? 

619 

19?:  7 

oijiy 

0 

2°4 

979 

818 

TOO- 

A  /  *- 

0 

363 

1,^29 

1,019 

19?9 

993 

0 

497 

1,480 

1, 1S2 

1930 

992 

0 

482 

1,4  90 

1,188 

1931 

84  7 

0 

295 

1,142 

1,056 

1^32 

1,096 

2 

557 

1,655 

1,242 

1933 

1,460 

6 

1,006 

2,472 

1,836 

1034 

1,794 

5 

1,407 

3,166 

2,426 

1935 

2,058 

4 

1,688 

3,750 

2,981 

193*6 

2,367 

19, 

1,473 

3,864 

3,215 

1937 

2,911 

20 

2 , 3°9 

5,330 

4,085 

193" 

3,037 

2p 

1,338 

'.,394 

4,142 

1939 

3,279 

1 

2,  ^*>4 

5,834 

4,542 

194  0 

3,282 

0 

1,390 

4,672 

4,189 

1941 

3/30 

4 

199 

3,633 

3,418 
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FRODUCTIGK  AN!  I!  "CPI 3  CF  FINISHED  STEEL,  JAFhF  PROPER 

ICOh  -  IQ/,  1 

( Ttr'Ui’  ..re1  1  ■:  t  r  io  fens ) 


YEAR 

rroduoticn 

in 

J'.pun 

Tr'iorts 

•’ot  .1  Cuy ply 

192' 

1,50? 

34 

1,543 

3  927 

1,6% 

88 

1,774 

l?2r 

1,^06 

90 

1,996 

1929 

p  no/ 

166 

2,460 

1930 

2 ,2°G 

70 

2,360 

1933- 

1/883 

26 

1,909 

1932 

2.39P 

26 

2,424 

1933 

3,19<c 

105 

3.303 

1934 

3,8<3 

89 

3,932 

1935 

4,?G4 

274 

4,978 

1936 

5,222 

242 

5,464 

1937 

5,2-Cl 

434 

6,235 

1932 

6,472 

309 

6,772 

i?3c 

6,696 

214 

6,910 

1940 

6 ,  &55 

291 

7,146 

r>4i 

6,944 

152 

6,996 
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59-  I'ho  typ  1  of  dev-'lcprirt  dor.cM.stret  -d  lr»  the  above 

Jhr.rt  w  s  thu  crcjtto  of  an  artificial  finished  stn  1 
Industry.  It  is  nc tod  tk  t  by  far  tk-*  renter  percenter e 

'  .  .  Only  the  procos.-luf 

of  finish’d  materials  "’is  don:  .  Thus  Japan  h  d  to  roly 
almost  wholly  on  imports  of  basic  or:  to  h.a  v a  my  iron 
mi'.rufrtcturinf  industry  it  all.  This  development 
is  nuito  contrary  to  th.*  rornnl  manner  ’hick  is  a  natural 
dav'-lopmer  t  frem  oyistir  r?.-  materials.  It  poes  ’“ithout 
s  -yin*  that  Ja~nn's  iro  industry  v;:  s  u*-jcoro  ic  and  was 
d  vcloprd  oi.ly  in  support  of  n  national  propran  which  demand  ad 
iron  products.  Sirce  iron  is  a  b^sic  raw  material  th?  purpose 
o?  this  enormous  e''r~rsic  is  shown  in  irereased  rroduction 
of  those-  products  trincipally  vslrf.  iron  in  their  menu- 
factor  Suocific  reference  is  made  to  the  shipbuilding 
industry*  automo’  ilo  and  tank  industry,  heavy  machine 
industry,  mack  iro  tool  industry,  b^avy  arn-nm  ?:ts  and 
others  of  ?.  like  r.c  turn.  All  of  the  so  products  ere  the 
and  products  cl  iron  industry  dirootly  p.rd  indirectly 
important  to  conduct  of  v:ar. 
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LIGHT  AHD  KCN-FERRC;  f'-*-1-  PHCiI '  -'  .’I' !  I. 


tC.  Ihili  -f  'O'.-.l  t - oi  '•If  V  ’  sy  t;.0  rasa 

Oovornnant  to  the  sttw<lotl"r.  of  th:  promotion  of  certain 

.  ;U- 

petrol. ton  conrlf  ratios  ras  '.Iso  fiven  to  the  stimulation 
of  the  protu-tion  of  oth  r  nlrtrolf  irt  ikat  als  or  or  In- 
portent  port  of  tha  prerr-n  fer  tupplvlr--  basic  rsw  materials 
for  -  nr  lEdvstrita.  For  t'  pro<li  U  «*»l»  “* 

nor- fairer s  metals,  Vo-  CutUra  of  th  flan  for  the 
3xpr.relcn  of  Irohctl'’..  To  •  r  by  tbs  Board  of  Planning 
(Tr.rt  III  of  IIS  ’'ccumvrt  1  '2)  specifically  rot  e°als  to 
be.  raohsd  by  the  -rd  of  l°'l. 

ol.  Aluminum  is  perhaps  the  r.ont  important  of  the  lifht 
nu-tr.ls,  particularly  30  when  one  considers  thet  approx  j.- 
nsutaly  71  per  cant  of  th?  Japrrosa  aircraft  and  p.rts 
alone  wore  roads  of  aluminum.  Other  U3->3  wore  for  personal 
O^uipm  irt,  rolling  stock  *nr'  *11  "«  cso  products  vin'-re 
Vi.flitru-.ss  in  woitK  as  wall  r.s  strcr.f  th  is  o  factor  of 
mobility.  i’hc?  importance  of  aluminum  tc  var  production 
is  disclosed  ir.  the  onptasis  thick  thi  o-rd  cl  -1-rrinr 
placed  uvon  inersnsinp  its  production.  That  Tlan  calls 
for  the  expansion  ir  local  prediction  of  from  19»°0C'  kil° 
tons  ir  193p  to  1?/  ,dOO  kilo  tens  in  17'.  1,  or  ar-  i,y" 
pars i or  of  approximately  6:7  por  cAnt  in  four  /oars.  Th  -  tusl 
■jytent  *-o  which  the  irdiponovs  alrjrinw  industry  vr. r.  ex- 
p.-r.dod  is  shown  ir.  the  following  tabb  nrrlcod  "Aluminuis 
r reduction,  Imports  and  Consumption  ir  1  '.trie  Tons  ar.l  moro 
fraphicallv  illustrated  in  the  attached  chart  marked  "Alv-'b'um 
Production  in  Japanese  Empire". 


-  4*  - 


AH*  INI 


ti  z:ir  '.raTTi  *'  T'  f  '  *Kn  ,  *  • 

j  ■  i.  *'  r„-  •*  .t  • -4  J  . •  ,  y  •  J  $2  a ii  -  ■  ■  -  >..• 

I?'  CT.MC  TCI  S.  lc'2^-l<v.l 


YEAR 

Jrp?.r 

Proper 

FRGDUCTICI! 

Formosa 

Koror. 

1'  anchor  t. 

Imports 
Inrots  & 

1  Scrap 

Apparent 

Consumption 

1935 

- 

- 

- 

n.a. 

- 

1926 

- 

- 

- 

7,4 18 

7,418 

io27 

- 

- 

- 

5,731 

5,731 

1928 

- 

- 

- 

9,088 

9,088 

1929 

- 

- 

- 

17,062 

12,06? 

IQ30 

•- 

- 

- 

11/19 

11,419 

1931 

- 

- 

- 

5,115 

5,H5 

1932 

- 

- 

- 

6,903 

6,503 

1933 

19 

- 

- 

9,14  7 

8,166 

193< 

1,002 

- 

- 

10,74  3 

11,745 

1935 

3,159 

- 

- 

15,816 

18,975 

1936 

5,497 

210 

- 

10,573 

16,280 

1937 

11,203 

2,776 

- 

5,623 

19,602 

1938 

16,728 

4, 60S 

- 

** 

21,336 

1939 

21,6^ 

7,901 

3,258 

+* 

32,817 

.940 

30,620 

10,243 

5,026 

** 

45,889 

1.9-*  1 

56,080 

15,667 

8,031 

♦* 

79,778 
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62.  It  is  sipr.ific  nt  t!  t  rrior  to  1934  Japan  imported 
all  of  th?  nluirirur  nrod'-d  ''or  her  economy.  Tin  industry 
w:as  advanced  r.t  rre«.t  cost,  uncconomic-illy,  to  r.chicvo 

?.ir- sufficiency  to  insure  material  ror  aircraft  and 
other  production. 

63.  tegnosium  is  second  strategic  light  metal  v»hich  has 
manifold  uses  for  war  products.  The  Board  of  Flaming 
r.  evi  1  .  th  .t  magnesium  production  should  he  increased 
fror  1,123  '<ilo  tons  In  193Q  to  11,000  kilo  tons  in  1941, 
or  rouch] y  an  expansion  of  97?  par  cent  in  four  yoars. 

The  actual  cap  •'cion  of  the  indigenous  production  of 
magnesium  fell  f :r  short  of  tho  hopes  of  the  Flnnnlng 
Board  rs  disclosed  in  tho  following  production  table: 

MAGNESIUM  PRODUCTION 
(Unit  Kilo  Ton) 


l°35 

33? 

193  ^ 

659 

1937 

891 

193S 

1,331 

1939 

1,929 

19'  0 

3,097 

1941 

2,687 

The  above  tavle  indicates,  nevertheless,  the  enormous 
expansion  of  the  magnesium  industry  during  the  period 
1935  tO  19/,  1. 
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64.  Copper  is  one-  of  tbs  rest  iuportart  ef  the  r.or  - 
ferrous  metals,  havinr  many  war  uses  aron,  hich  is  the 
narufrr.turo  cf  projectiles,  sh  11  c-scs,  shv-stir.f ,  electric 
ocuipii’.ent,  communications  ^nvtp'anr.t,  alloys,  etc.  Tho 
Board  of  Planning  provided  for  an  increase  in  indigenous 
production  of  copper  from  97,40’  kilo  tons  in  1938  to 
179,000  kilo  tons  in  1941,  or  an  expansion  of  roughly  80 
per  cent.  The  extent  of  the  development  and  incro-so  in 
indigenous  copper  product! or  is  shown  by  the  following 
table  which  sho’/e  the  increase  of  local  production  of 
refined  copper,  together  with  over  increasing  imports  show¬ 
ing  available  supplies  for  military  use. 

REFINED  COPIFR 
(Unit  -  Petrie  Tons) 


PRODUCT K V 

If  FCRT3 

TOTAL 

1931 

77,900 

2,100 

80,000 

1932 

7^,200 

1,900 

76,100 

1933 

?1,200 

17,600 

88,800 

1934 

70,700 

51,500 

122,200 

1935 

75,500 

69,600 

145,100 

193- 

83,900 

53,300 

137,200 

1937 

94,200 

105,700 

199,900 

393* 

151,400 

101,700 

2^3,100 

1939 

108,400 

87,100 

195,500 

1940 

190,900 

32,000 

182,900 

1941 

133,800 

7C0 

134,400 
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6*.  Lead  is  another  srtroracly  important  war  materiel,  used 
n  the  r-aufr.ctn:  •?  o'*  ’ull^ts,  waterproof  cables,  conuminicA- 
tions  oruipn  rts,  pii  .*e,  soldor,  batteries,  paint,  alloys, 
etc.  The  Boi  rd  of  Plr.rnlnp,  provided  for  the  expansion 
ir  indigonous  load  production  from  lr,  744  kilo  tons  in 
193'°  to  35,9*50  in  1941,  or  an  increase  of  approximately 
90  per  cent.  The  expansion  in  the  inclifoncus  production 
of  load  is  show"  by  the  followin'-  production  and  import  table. 
Inasmuch  as  sufficient  lead  is  not  to  be  found  in  Japan 
proper,  it  is  sipnif leant  that  the  total  amounts  of 
imports  shown  in  the  trhl^>  continue  to  increase  alon? 
with  indiaorcus  production.  This  fact  indicates  enormous 
uses  of  this  commodity  during  the  yoars  prior  to  war  and 
increased  stocks  available  for  war  purposes. 

LEAD  PRODUCTION 
(Unit  hotric  TonsT 


‘ r-.  iTTCTICR  IMPORTS 


1937 

6,41* 

1932 

55,954 

1933 

6,824 

1933 

67,2*4 

193' 

7,039 

1934 

95,114 

1935 

7,807 

1935 

91,408 

1936 

10,601 

1936 

97,822 

1937 

15,013 

1937 

n.d. 

1938 

16,283 

1938 

n.d . 

1939 

14,223 

1939 

101,001 

19*10 

22,65* 

1940 

92,090 

1941 

25,716 

1941 

78,538 

104  2 

25,832 

1042 

720 
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'  (■ .  Inc  ranks  rith  1  ’  ■  .  • 

indigenous  production  of  sire  was  plumed  to  bo  increased  from 
55,800  kilo  tons  in  193°  to  05,0c 0  kilo  tons  in  1941,  or  an 
increase  of  approximately  TO  par  cent.  Zinc  is  used  for 
corrosivo  rcsist-irt  co*  tin,  r  on  iron  and  stool,  in  tho 
making  of  br'-ss,  ^rorzo,  die-eastings,  etc.  Normally, 
zinc  and  load  uro  found  together  in  their  natural  state 
so  that  tho  stimuli ttor  in  tho  production  of  one  vtould 
normally  result  in  increased  rroc?uction  of  tho  other. 

Inasmuch  ns  both  hr.vo  important  war  uses  it  was  desired 
to  increase  tho  indirorous  production  of  both.  The 
following  table  indicates  the  oxtent  of  the  increased 
indirorous  production  of  zinc,  together  with  ianorts. 

As  in  the  cr.se  of  lend,  imports  of  zirc  continued  during  the 
same  years  th-t  incroas ad  indigenous  production  is  shown. 

This  fact  ag-  in  indicates  enormous  uses  of  this  material 
in  production  during  the  yours  immediately  preceding  the 
war  and  heavy  stocks  available  for  war  production  purposes. 


ZINC 


‘M,  ;*  rr't 
\  i/t  ^ 

IMPORTS 

1932 

27,043 

1932 

26,572 

1933 

30, £5* 

1933 

32,526 

1934 

32,16  5 

1934 

33,200 

193? 

30,207 

1935 

45,843 

193C 

36,968 

1936 

61,774 

1937 

69,786 

1937 

n.d. 

193* 

54,203 

193* 

n.d . 

1939 

^1,256 

1939 

60,747 

10/0 

5S7Q3 

1940 

24,235 

19':  1 

61,092 

1941 

6,324 
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6?.  i ickal  is  considers 1  a  str.atc;  ic  war  irterial  occupyii  _* 
tho  promlrort  piece  ir  the  namifaeture  of  alloys  of  many 
~ert  .  l’i  :  ”’**v ir  u  '.t  _•  of  nickel  for  Japan  r.ro  very 

low.  Shortly  prior  to  tho  China  Incident,  Japan  be?-tn  to 
stockpile  t!  is  critical  r.ot.al  and  increased  her  imports 
(H’rlnr  tho  iollowir  ye  r.e.  Thor  J'-pr.n  found  it  difficult  to 
continue  the  import:'. ti  or  of  nickel  she  procooded  to  produce 
nickel  fro-;  domestic  ores  which  wore  of  a  very  low  prade. 

So  uneconomic  w?s  this  process  that  the  rrovornmoi-t  sub¬ 
sidized  production  to  the  extent  of  from  1200  yen  to 
l?0O  yon  per  ton.  The  subsidies  for  ir.croasinL-  the  pro¬ 
duction  of  nick:  1  paid  by  the  ■  inistry  of  Commerce  and 
Industry  alone  wore  as  follows 

1?39  94,690  Yen 

19<C  149,710  Yen 

1941  206,000  Yen 

69.  Tho  Board  of  rlmrln£  d amend od  a  production  increase 
of  from  1*0  kilo  tons  in  1938  to  5,000  kilo  tons  in  1°41, 
in  spite  of  the  fact  th~t  such  production  was  almost  r. 
physical  irpossibillty.  The  emphasis  placed  upon  self- 
sufficiency  In  the  production  of  nickel  in  spite  of  the 
manifold  attend  nt  difficulties  is  an  excellent  example 
of  the  typo  uneconomic  national  planning  indulged 
in  for  war  production  purposes.  Tho  following*  table  shows 
imports  of  nickel,  together  xith  tho  smelter  production 
from  domestic  ores: 
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ZINC  ShELTEFv  PRODUCTION 
From  Domestic  Ores 

(Unit  Kilo  Tors) 


IL'FCRTS  OF  ZINC  &  PRODUCTION 
From  Imported  Oro 

(Unit  Kilo  Tons) 


1937 

- 

1933 

1,595 

1933 

33 

193* 

2,953 

1939 

1*3 

1935 

1,922 

19*0 

617 

i936 

6,280 

19'- 1 

1,323 

1937 

4,417 

1933 

5,^29 

1039 

7,865 

1940 

84-5 

19*1 

384 

69.  Tin  is  another  ur-tal  vital  for  war  o'-uipm  nt  purposes 
p.nd  the  Ucnrd  of  Flnrrinp  provided  that  its  production  should 
bo  increased  from  1?(V.  kilo  tons  in  193 ^  to  3,500  kilo  tons 
in  19*1,  or  an  exp  .nsior:  of  approximately  ICO  per  cert.  Tin 
is  not  found  in  Japan  proper  but  small  nuantitios  tin 
are  found  -vithir  the  Empire.  The  folio*  i>f  table  shows  the 
expansion  cf  the  indigenous  production  of  tin,  together  with 
the  c.nortoous  expansion  in  imports  of  that  commodity  and  the 
amount  of  tin  available  during  th-1  years  immediately 
preceding  the  war. 
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TIN 

(Unit  -  Kilo  Ton) 


Production 

Imports 

Total  Avail' 

1Q31 

1015 

3330 

4345 

1932 

1002 

3532 

4534 

1933 

9^5 

3551 

4  516 

1934 

12  IP 

4102 

5320 

1935 

2069 

4  277 

634  6 

1936 

1370 

4  624 

6494 

1937 

1702 

7219 

8921 

1933 

44  OC 

9934 

14334 

1939 

2944 

8794 

11751 

1940 

3896 

9955 

13858 

1Q41 

6' 19 

1304 

7?23 

70.  While 

there  worn  many 

laws  ar.d  ropila 

tions  passed 

the  benefit  of  special  mining  companies  and  enterprises 
operating  under  favors  of  the  government,  a  further  definite 
stimulus  to  indigenous  mineral  production  generally  was  tho 
Act  to  Promote  the  Production  of  Important  Minerals  of 
Larch  29,  1933.  This  Law  provided  that  all  operators  of 
mines  were  to  be  licensed  and  that  all  owners  of  mines 
and  mining  rights  had  to  submit  for  approval,  by  the 
government,  a  plan  for  tho  development  of  their  mines  and 
rights.  In  tho  event  that  the  government  ordered  the 
commencement  or  re-commencement  of  mining  operations, 
which  were  rot  satisfactorily  carried  out  by  the  onwers, 
the  government  could  order  tho  sale  of  mines  and  rights. 
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This,  of  course,  fore  d  th-*  dcvolopmc.  t  of  nearly  every  type 
of  min-ral  production.  The  important  minerals  rimed  in  the 
law  to  bo  riven  consideration  wo^e  gold,  silver,  copper,  l^a, 
tir,  antimony,  mercury,  zinc,  iron,  iror  sulphide,  chromite, 
magnesium,  molybdenum,  rickol ,  cobnlt,  coal,  lignite,  sulphur, 
alluvial  fold,  iron  sar.d  and  others  to  be  decided  by  Imperial 
Ordinance .  The  law  further  provided  th: t  the  government 
could  order  the  owner  of  a  min-  to  construct,  >r.l*rge,  or 
improve  minirf  orvipmimts  and  could  givo  orders  cor.cerning 
working  progress  as  well  ^s  nullification  of  tools,  onuip- 
monts  and  materials.  In  tho  event  th  t  losses  wore  incurr-d 
by  mine  owners  in  carrying  out  the  ordjr  of  tho  government, 
compensation  was  to  be  cg.de .  Tho  operation  cf  the  Act  to 
Promote  the  Production  of  Turcrtart  fin  r-ls  placed  virtually 
all  mining  activities,  together  with  other  special  laws 
effecting  miring,  under  direct  povernnort  control,  super¬ 
vision  and  order  in  accordance  with  plans  tc  stimulate  war 
production  potential. 

71.  Some  indication  of  the  cosc  borne  by  the  government  to 
stimulate  tho  process  np  of  minerals  as  well  as  mining  is 
shown  in  the  following  table  which  discloses  only  the  amount 
of  subsidy  paid  by  the  l.inistry  of  Commerce  and  Industry  alone 
for  the  establishment  of  smlte^s  and  refineries? 

1538  2,049,200  Yen 

1939  1,981,420  Yen 

194  0  7,362,800  Yen 

1941  12,4  85,000  Yon 
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LIGHT  METAL  l  ANUFACTIJUNG  INDUSTRY 

72.  The  development  of  light  i-Hol  mining  has  an  important 
plicc  in  the.  development  program  of  the  Board  of  FI. mint'. 

The  extent  of  plttmcd  and  factual  orpmsior.  of  lirht  metal 
r.ininf  is  treated  ir  paragraphs  £0  to  63  of  this  statement. 

The  1  niportar.ee  given  to  the  dovclcprr  r.t  of  facilities  for  tho 
11.  ht  mota!  manufacturing  industry  Is  noted  in  tho  Outline  of 
tho  Kivo-Year  *-ler.  for  Froductior  of  V.’rr  taterl&ls  by  the 
War  Oi  rice,  dated  Juno  23,  1937  (I°S  Document  9002  A),  which 
indicates,  in  Appendix  I,  that  the*  purpose  of  the  peace 
plan  production  of  lirht  Metal  alloys  sh<.ll  b’  for  convert¬ 
ing  to  wartime  production  of  aircraft  and  parts.  The 
planned  enormous  orj.  -nsion  in  the  processing  of  aluminum 
and  magnesium  set  forth  ir.  Soot  ion  III  of  the  Outline, 
at  Sub-Section  (3),  provides  that  tho  specirl  raw  material 
industry  and  parts  industry  connected  with  munitions  should,  bo 
speedily  expanded  by  moans  cf  the  synthetic  national  policy. 
That  the  national  policy  stimui  ted  tho  expansion  of  light 
mat'll  manufacturing  and  processing  is  clearly  sho^n  by  tho 
Lirht.  Metal  rarufactvrl^r  Law  of  April  ?9,  193^»  ( haw  No.  88) » 
73*  This  Law  had  as  its  aim  tho  "establishment  of  tho 
mnnul actvrint  business  of  light  metals  with  tho  object  of 
contributing  towards  the  adjustment  of  national  defense". 

Lirht  metrls  vithin  the  moanini  of  tho  law  were  aluminum  e.rd 
magnesium.  It  was  provided  that  persons  desiring  to  engage 
in  light  metal  manufacturing  must  be  licensed  by  the  govern¬ 
ment  after  which  the  licensed  companies  v/ore  given  many 
subsidies  and  privileges  including  exemption  from  Income 
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and  business  profit  taros,  loci  govern*  rt  tax,  exonptior 
from  import  duty  or.  machinery  ar.d  orvi prior t  necessary  to 
vuild  or  expand  light  octal  manufacturing  plants  as  well  ns 
tho  right  to  expropriate  land  under  tho  Lard  Expropriation 
Law.  In  addition,  tho  licensed  manufacturing  con- panics 
wore  allowed  to  issue  dobontures  up  to  twice  the  amount  of 
th?ir  paid-up  capital  without  security.  For  these  licenses, 
privileges  and  subsidies  the  government  was  empowered  to  take 
over  the  supervision  an*  direction  of  the  manufacturing  compania. 
boinf  empowered  to  fir  prices  of  all  products,  to  ordor  changes 
in  manufacturing  technioues,  to  ordor  expansion  of  plants 
and  direct  the  type  of  goods  to  be  manufactured,  to  name  the 
purchasers  of  light  metal  products  and  to  compel  the  stockpiling 
of  basic  materials  needed  for  light  metal  manufactures.  Thus 
the  light  metal  manufacturing  industries  were  completely  con¬ 
trolled  by  government  policy  and  securely  bound  to  the  war 
production  program. 
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MACHINE  TOOL  INDUSTRY 


7/  .  Machine  tools  can  roughly  bo  described  as  tho  machines 
which  make  other  machines  -  tho  only  mechanisms  that  '.ro  self- 
perpetuating  from  an  industrial  point  of  vi -?/.  Tho  basic 
machine  tools  are  lathos,  drills,  prossos,  drilling  machines, 
planers,  shapors,  grinders  and  boring  machines.  For  time 
saving  purposes  various  complicated  adaptations  and  combinations 
of  machine  tools  such  as  automatic  turret  lathos,  multiplo 
boring  machines  and  such  typo  tools  have  boon  evolved  to  per¬ 
form  several  intricate  operations  simultaneously.  I4tss 
production  of  finished  metal  machined  products  and  working 
parts  is  impossible  today  without  machine  tools  in  large 
cuantities.  Hence,  for  an  expanded  industrial  program, 
machine  tool  production  is  a  primary  necessity. 

75*  Until  1937,  there  wore  over  1000  small  plants  manufacturing 
machine  tools  in  Japan  in  addition  to  the  government  arsenals. 
However,  the  major  portion  of  machine  tools  were  manufactured 
by  five  large  companies.  Before  the  China  Incident,  the 
United  States,  Germany  and  Great  Britain  were  the  principal 
sources  of  imports  of  machinery  and  parts.  Between  1935 
and  19^0,  samples  of  the  best  American  Swiss,  German  and  other 
make  machine  tools  were  purchased  as  prototypes  by  the 
Japanese.  With  almost  unlimited  Capital,  and  the  use  of  proto¬ 
types  and  technical  assistance  from  Sweden,  S7/iss  and  German 
Engineers,  the  Japanese  went  to  work  to  establish  so.lf- 
sufficioncy  in  tho  production  of  machine  tools.  By  1941 
intensive  integration  of  the  industry  had  taken  piece  so  that 
approximately  90  per  cent  of  the  machine  tools  were  manufactured 
in  approximately  100  plants  with  tho  five  leading  companies 
operating  28  plants  responsible  for  over  half  the  total  pro¬ 
duction. 

I  • 
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76.  The  ororr.cus  lisp  tvs  :iv  r.  to  production  of  specific 
war  materials  by  tl.r  planned  pro; ram  of  the  ”'ar  Cffico 
reeuirod  cxo  nsior  of  th'  r  ,o!in>  tool  ir/v.stry  with  a  viaw 
to  self-sufficiency  ir  rroduotion.  That  it  was  intondod  to 
encourage  and  cultivate  tho  nr  china  tool  in*ustri~s  so  that 
thay  could  ’jo  convert  ad.  to  tho  manufacture  of  war  materials 
is  disclosed  in  tho  Out lino  of  tho  Fivo-Yoar  Plan  for 
Production  of  War  La  tor  la  Is  of  tho  Y»’?r  Office,  (IPS 
Document  9002  A)  at  page  9,  paragraph  4  as  follows* 


"The  objectives  of  expansion  of  major  industries 
convertible  into  industries  for  tha  manufacture 
of  munitions  in  time  of  war  throughout  Japan 
rnd  L'anchoukuo  pro  as  follov/s: 

a.  "Kachir.c  tool  industry  (excluding  con¬ 
struction  machinery  industry) 

"Although  they  rill  bn  steadily  expanded 
according  to  the  peacetime  production 
conversion  o  already  existing  industries 
through  arrangement  of  materials  accom¬ 
panying  the  promotion  of  industries,  in 
general,  based  on  the  comprehensive 
national  policy,  and  the  repletion  of 
armaments,  but  thoir  installation 
capacity  will  be  increased  two  to  three¬ 
fold  by  about  the  end  of  1941  through 
the  comprehensive  national  policy." 


Appendix  No.  I  of  IPS  Document  9002  A  at  page  16  discloses 
the  types  of  plarts  using  machine  tools  in  peacetime  which 
were  to  be  converted  to  the  manufacture  of  specifically 
naend  war  materials.  For  instance,  spinning  and  weaving 
machinery  was  to  bo  converted  to  tho  manufacture  of  shells 
using  lathes,  fuses,  weapons  and  paits;  the  machinery 
for  manufacturing  clocks  and  watches  was  to  be  converted 
to  the  manufacture  of  fuses  and  firearms,  etc.  It  is  a  very 
simple  conversion  in  most  cases  to  use  multiple  purpose 
machine  tools  employee  in  ore  industry  for  another  industry. 
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77.  The  synthetic  national  policy  mentioned  in  th:  Outline 
of  the  Five-Year  Flan  for  Production  of  War  rater  ids 

(IPS  Docurrart  900?  A)  placed  additional  emphasis  upon 
the  importance  of  stimulating  production  of  machine  tools. 

In  tho  planned  expansion  table  attach  H  to  the  Outline  of 
the  Pirn  for  the  Expansion  of  Productive  Power  by  the  Board 
of  Planning  (Part  III  or  IPS  Document  1522),  it  is  disclosed 
that  the  machine  tool  production  was  to  be  expanded  from 
c  value  of  7^,000,000  yen  in  1938  to  200,000,000  yen  in 
1941,  This  expansion,  of  course,  was  to  provide  machine 
tools  which  could  bo  converted  in  time  of  war  as  well  as 
machine  tools  primarily  intended  fer  usg  in  the  manufacture 
of  war  materials.  While  this  program  of  expansion  aimed 
at  self-sufficiency,  Jap  n,  nevertheless  continued  to  import 
machine  tools  to  supply  deficiencies  in  her  program, 

78,  While  various  laws  directed  capital  investment  into  the 
development  of  an  indigenous  machine  tool  manufacturing 
industry  r.nd  controlled  tho  flow  of  materials  to  aid  that 
development,  a  further  special  stimulus  was  given  to  tho 
machine  tool  industry  by  tho  Machine  Tool  Industry  Law 
passed  in  the  Sprirr  of  193p*  This  lav/  made  it  necessary 

to  obtain  permission  from  the  government  to  organize, 
transfer  or  suspend  machine  tool  production  or  to  modify  or 
expand  equipment.  At  tho  same  timo  manufacturers  were  made 
subject  to  regulations  regarding  prices,  purchases  of 
equipments,  use  of  materials,  standardization  of  products 
and  other  government  controls.  Tho  government  further  was 
empowered  to  order  mergers  of  plants  and  equipments,  to  1 

order  specific  production  and  make  compensation  occurring  in 

% 

case  of  loss  from  such  orders.  As  an  encouragement  to 
machine  tool  production  under  tho  Luchino  Tool  Industry  Law, 
those  licensed  machine  tool  producers  wore  exempted  from  income. 
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profits  ?nd  local  taxes  ror  fivo  years.  Imports  for  tho 
purpose  of  increasing  tho  nn tori? Is  ir  support  of  tho  in¬ 
dustry  wore  ndc  free  or  duty.  Ir.  addition,  the  govcrrm?nt 
provided  development  subsidies  r-nd  in  certain  ensjs  coai- 
r on sat ton  for  depreciation  of  capital  ir.vostmoi-ts.  In  sub- 
sidi  s  for  tho  manufactur:  of  Machine  tools,  the  Comr.i.’rco 
and  Industry  Ministry  alone  paid  296,000  yen  in  193®, 

500,000  in  1939  and  450,000  in  1940.  These  subsidies,  of 
course,  wore  ir  addition  to  other  subsidies  and  war-'  used 
for  the-  ercourag.mor't  of  tho  Industry  solely. 

79.  Among  the  biggest  users  of  machine  tools  were  the 
Japmaso  Army  and  Navy  Arsenis  -hich  purchased  special 
purpose  wr.cbinc  tools  directly  through  purchasing  missions 
which  v/ont  around  the  world  seeking  prototypes  for  tho  infant 
Japanese  industry.  Between  tho  years  1937  and  1940,  tho 
Japanese  Army  Ordinance  and  Aviation  Arsenals  purchased  noro 
machine  tools  in  tho  United  States  than  ar.y  Japanese 
industrial  company.  For  this  period  t!v*re  wore  shipped  from 
tho  United  States  to  tho  Army  Ordinance  and  Aviation 
Arsenals  approximately  Million  Dollars  worth  of  machine- 
tools  . 

80.  Tho  force  of  law  and  regulation  fonts ed  on  the  prooura- 

mont  of  machine  tools  resulted  in  enormous  expansion  of  indigenous 
production  as  well  as  increased  imports.  The  following  table 
marked  "Frodv.ct ion,  Import  and  Export  of  I.achinn  Toolsv 
Japan  Proper"  shows  this  expansion  clearly  for  the  ten-year 
period  before  1941.  The  attached  chart  marked  "Machine 
Tool  Production  and.  Net  Imports  in  Japan  Proper"  is  a 
graphic  illustration  of  tho  table: 
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PRODUCTION,  I ;  TORT  AND  S'CPCPT  OF  VACKINE  TOOLS 
JAPAN  PROPER,  1930  -  1?41 


Year 

Production 

Import 

Export 

Supply 

1930 

2,250 

500^ 

12CI7 

2,630 

1931 

2,100 

3001/ 

lool7 

2,300 

1932 

3,000 

45oI/ 

12C17 

3,300 

1933 

6,500 

1,140 

150l/ 

-S3 

•r> 

•0 

0 

1934 

8,200 

1,602 

200i/ 

9,602 

1935 

10,500 

1,205 

21  0±/ 

11,995 

1936 

16,227 

3,24?, 

66ol/ 

18,815 

1937 

21,888 

6,324 

710^/ 

27,  502 

1938 

67,260 

7,128 

1,200^ 

73,188 

1939 

66,830 

7,635 

2,700^ 

71,765 

1940 

58,088 

3,134 

\ 

H 

O 

O 

!r\ 

f\! 

58,722 

1941 

4 6,058 

i,50oi/ 

1,500^/ 

46,058 

Koto:  Exports  estimated  1/ 
Imports  estimated  1/ 
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MACHINE  TOOL  PRODUCTION  AND 
NET  IMPORTS  IN  JAPAN  PROPER, 

1930-1941 


UNITS - 

(THOUSANDS)  j—j  NET  (MpORTS 

H  PRODUCTION 


1030  '31  ’32  ‘33  ’34  '35  '36  '37  '38  '39  40  *41 

SOURCE :  MINISTRY  OF  COMMERCE  AND  INDUSTRY  AND 
MACHINE  TOOL  CONTROL  ASSOCIATION 
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8l.  Closely  allied  to  the  machine  tool  industry  from 
the  .-t  m'roii  t  of  lr_j.O't  *r.o ;  ir  Wrctrirl  machines  *  nd 
ond  products  is  tho  precision  bearing  incus  try.  Every 
Important  machine  having  moving  parts  usos  procisior 
bearings.  7'ar  machines  rr?  no  exception,  For  war  machine 
purposes  procision  bearings  arc  n  critical  Heir.  Kcnco, 
certain  typos  of  industrial  expansion  can  b  ouickly  gauged 
by  tho  expansion  of  tho  bearing  producing  industry  and  the 
output.  Tho  following  table  marked  "Production  and 
Capitalization  in  Procision  Bearing  Industry,  Jar;tn  Fropor" 
shows  tho  roEjarkablo  expansion  of  this  industry.  Tho  table 
is  graphically  Illustrated  by  tho  attached  chart  marked 
"Expansion  of  Precision  Boaring  Industry  in  Japan  Fropor". 


PRODUCT I ON  AND  CAT  I T  A LI ZAT I C K  IN  PRECISION  BEARING  INDUSTRY. 

JAPAN  FROPER  I030  -  1941  ’  ~ 


(Thousand  Yon) 


YEAR 

Authorized 

Capitalization 

Value  of 
Production 

1930 

1,000 

1,000 

1931 

1,000 

1,000 

1932 

1,000 

0 

0 

cv 

1933 

1,500 

1,000 

1934 

6,^00 

2,000 

193? 

11,050 

3,000 

1936 

11,0*0 

5,000 

1937 

37,000 

13,000 

1938 

40,400 

28,000 

1939 

85,230 

45,000 

1940 

115,230 

65,000 

1941 

162,610 

105,000 

1 
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MOTOR  VEHICLES,  TANKS  ANP  ROLLING  STOC/.  INDUSTRY 


82.  Tho  Japanese  Lotor  vehicle  Industry  v.pS  virtually  non¬ 
existent  prior  to  1936.  Ton.-.stic  m-. nufactv.ro  hr  s  not  only 
boor,  quantitatively  small  but  poor  ir.  ovality.  Prior  to 
1936,  almost  all  of  tha  automobiles,  er.  jn:s  and  parts 
usr-d  in  Japan  were  imported  Japan  hns  always  boon  much 
loss  dependent  upon  motor  vohiclos  for  f transportation 
than  most  of  tho  western  countries.  At  the  bog  inning  of 
193%  for  oxunp] e,  Japan  had  only  or.o  truck  or  bus  per 
700  people-  as  against  on:  for  38  people  ir  tho  United 
States,  81  Ir.  tho  Uni  tod  Vin  com,  and  106  in  Germany.  Even 
Italy,  ranking  next  lowest  to  Japan,  had  approximately 
twice  as  many  per  capita.  With  tho  advent  of  war  planning 
indie onous  motor  transport  production  was  considered  an 
indispensable  nocorsity  for  military  forces.  Tho  cstablish- 
nc.nt  of  an  indi*  nous  automobile  industry  in  Japan,  however, 
is  rot  based  upon  sound  economics  or  good  business,  but 
upon  tho  opjr.ion  of  the  Japanese  Government  that  r  asons  of 
national  dof-'-nso  required  tho  development  of  such  an  in¬ 
dustry  regard loss  of  tho  cost  involved. 

®3«  2>o  Autorno’ i  1-  ’.--ra- °r^;,rol  Lav:  (Law  Ho.  33),  was 

enacted  Lay  29,  193^  to  "firmly  establish  tho  necessary  motor¬ 
car  industry  enterprise  in  order  to  adjust  national  defense 
and  develop  the  ration's  industry".  It  was  provided  that  all 
companies  undertaking  to  manufacture  motorcars  oust  bo 
lie  ar  sed  by  the  government,  whereupon,  companies  manu- 
lacturin,  motor  vehicles  wore  exempted  from  corporation, 
business  and  income  taxes  for  a  period,  of  years.  Likewise, 
motorcar  manufacturing  companies  wore  exempted  from  import 
taxes  on  machinry  and  equipments  necessary  for  tho  establish¬ 
ment  of  plants  or  the  maintenance  of  their  enterprises. 

%  d 

PURL:  http://www.legal-tools.org/do(j:/906fl3/ 


-  63  - 


Further,  as  an  i:  cer.tive  to  dovelopmert,  such  comp^ries 
wore  allowed  to  of*\?r  dsbentur  s,  Vyond  th:  limitation 
.  r.  .  to  Lval.-nt  of 

floublo  tho  amount  of  tho  pe  id-up  shares.  Protection  of 
tho  Infant  industry  wt.s  provided  in  U?t  th  covornmert  was 
av.f  oriz  i  by  th  t  law  to  taka  vh'  tr-  ;r  st^ps  voro  naoos3ary 
to  restrict  imports .  Those  st-'ps  worn  taker  v'-ry  cuickly. 
f'4.  In  spite  of  all  tho  f overnmont 's  efforts  to  increase 
production  of  automobiles  it  was  very  oxpsr.sivo  industry, 
dop .  r.dint  elmost  entirely  vpon  r  ovorrmen t  subsidy  for  its 
existence.  For  c-xanrU,  in  tho  ins*  Vi- to  pre-war  p  riod 
it  cost  about  8,000  yor  for  a  Japanese  producer  to  ra;kr 
a  standard  sm  11  size  truck  which  «ms  Fold  to  th'-*  gonaral 
nubile  for  '.,W  yen.  This  constituted  a  loss  of  approxi¬ 
mately  3,500  yon  which  was  rad a  vp  by  tho  g ovsrnmcnt  subsidy. 
Competition  with  imported  vehicles  uncor  such  circumstances 
was  so  impossible  that  by  1(>39  import  duties  ware  approxi¬ 
mately  50  per  coit  ad  valorem  on  both  cars  and  parts.  By  1°<0 
thor-  wore  virtually  nc  imports  of  automobiles  to  Japan. 

85.  >’or  the  crantir.r  of  these  spoci: 1  protections  and  sub¬ 
sidies,  the  Automobile  Industry  Control  Law  provided,  in 
effort,  that  the  government  should  control  manufacturing, 
planning  and  designing,  operational  facilities,  sales, 
prices  end  other  related  natters.  Ar  interesting  provision 
of  this  law  was  that  the  government  might  issue  orders  to  a 
motorcar  manufacturer  directly  for  the  manufacture  of 
militrry  cars  or  their  parts  and  the  establishment  cf 
special  f.aciliti  s  d  .  ;r;od  necessary  to  fill  the  orders. 

That  tho  military  demanded  expansion  of  automobile  production 
is  shown  in  the  provisions  of  the  Outline  of  the  lion  for  tho 
Expansion  of  Productive  rowor  by  the  Eo.ard  of  Planning 
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(Fart  III  of  IFS  Docvmcrt  I5?2)  which  provides  that  motorcar 
production  should  be  expended  from  IS  700  nnits  in  193®  t0 
P0,000  units  by  the  end  cf  1V1.  That  the  military  interded 
to  us?  the  Automobile  *  arufaotvring  Control  Law  as  the  au¬ 
thority  for  forcing  production  of  automobiles  is  disclosed 
in  the  Outline  of  the  ?ivo-Yoer  Pirn  for  Froduction  of  War 
.  atcrials  by  the  War  Office  (IPS  Pocunrrit  900?  A).  As  a 
policy  to  assist  in  the  expansion  of  the  automobile  industry 
it  was  provided  in  tho  abov:  mentioned  IPS  Document  9002  A 
at  pago  7,  sub-parngraph  2,  as  follows: 


"In  regard  to  armament  industries  (including  tanks 
and  special  military  vehicles)  and  industries  manu¬ 
facturing  related  parts  and  rav/  materials,  they 
will  be  privately  shown  the  ostinp.tod  orders  for 
over  several  y^ars  from  time  to  time  "’itbin  the 
scope  of  not  hampering  the  preparations  suitable 
to  the  immediate  situation  in  the  future  and  will 
be  guided  toward  rapid  expansion  with  the  supply  of 
capital  being  made  smooth. 

"In  regard  to  airplane  industries  and  industries  me.nufactur 
ing  related,  parts  and  raw  materials,  they  will  be  guided 
toward  exparsion  for  the  time  being  according  to  the 
preceding  paragraph  in  order  to  meet  the  urgent  demands 
from  tho  standpoint  of  peace  time  arrang  omer.t  of 
military  materials  accompanying  the  roplction  of  arma¬ 
ments.  However,  large  scaled  expansion  carried  out 
according  to  the  national  policy  will  bo  considered. 

In  regard  to  the  expansion  of  automobile  industry,  the 
application  of  the  Automobile  Manufacturing  Enterprise 
l*tw  will  be  relied  upon  and  the  Military  Automobile 
Subsidy  Law  will  be  utilized." 

86.  Indigenous  automobile  production  was  desirable  from  the 
military  point  of  view,  not  alone  for  the  production  of 
automobiles,  but  also  to  create  oouipments  and  plants,  a 
part  of  '.'hich  coul^  bo  converted  to  tho  manufacture  of  tanks 
and  aircraft  and  aircraft  parts.  The  Outline  of  tho  Five- 
Year  Plan  for  Production  of  War  Materials  (IPS  Document 
9002  A)  provides  in  Section  II,  page  4,  as  follows: 
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(Fart  III  of  IFS  Document  1??2)  which  provides  that  motorcar 
production  should  b?  expended  from  1^,700  units  in  1938  to 
P0,000  units  by  the  and  of  1V1.  That  the  military  intorded 
to  usd  tho  Automobile  *  arvfactvring  Control  Low  as  the  au¬ 
thority  for  forcing  production  of  automobiles  is  disclosed 
in  the  Outline  of  tho  Five-Year  Pirn  for  Production  of  V/er 
Materials  by  tho  V/o.r  Office  (IPS  Pocum-nt  900?  A).  As  a 
policy  to  assist  ii:  tho  expansion  of  tho  automobile  industry 
it  was  provided  in  the  abov  mentioned  IPS  Document  900?  A 
at  page  7,  sub-paragraph  2,  as  follows: 


"In  regard  to  armament  industries  (including  tanks 
and  special  military  vehicles)  and  industries  manu¬ 
facturing  related  parts  and  raw  materials,  they 
will  be  privately  shown  the  estimated  orders  for 
over  several  y-^ars  from  time  to  time  u,ithin  the 
scope  of  not  hampering  the  preparations  suitable 
to  the  immediate  situation  in  the  future  and  will 
bo  guided  toward  rapid  expansion  with  tho  supply  of 
capital  being  made  smooth. 

"In  regard  to  airplane  industries  and  industries  manufactur 
ing  related  parts  and  raw  materials,  they  will  be  guided 
toward  expansion  for  tho  time  being  according  to  the 
preceding  paragraph  in  order  to  moot  the  urgent  demands 
from  the  standpoint  of  peace  time  arrangement  of 
military  materials  accompanying  the  repletion  of  arma¬ 
ments.  However,  large  scaled  expansion  carried  out 
according  to  the  national  policy  will  be  considered. 

In  regard  to  the  expansion  of  automobile  industry,  tho 
application  of  tho  Automobile  Kanufac turing  Enterpriso 
Law  v/ill  be  relied  upon  and  the  Military  Automobile 
Subsidy  Law  will  be  utilized. " 

86.  Indigenous  automobile  production  was  desirable  from  the 
military  point  of  view,  not  alone  for  the  production  of 
automobiles,  but  also  to  create  eouipments  and  plants,  a 
part  of  which  coul^  bo  converted  to  tho  manufacture  of  tanks 
and  aircraft  and  aircraft  parts.  The  Outline  of  the  Five- 
Year  Plan  for  Production  of  War  Materials  (IPS  Document 
9002  A)  provides  in  Section  II,  page  4,  as  follows: 
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"It  is  planned  to  expand  and  cultivate  the 
muni  tiers  industries  ( i  r.clud.ir.  parts  and  rrw 
materials  industries)  's  -'oil  as  the  various 
industries  tc  be  conv^rtaj  ir  tiu-  of  War 
sirr.ultrneourly  with  the  expansion  of  tie  major 
national  defense  irluctricr  ar.d  tc  str  nptK-n 
the  necessary  control. 

"The  emphasis  of  oxprsion  is  to  be  placed  on 
the  production  of  airplanes,  arms  and  ammunition,  tanks 
and  military  vehicles,  which  are  tho  main  factors  for 
constituting-  fi- htlnt  po-’.er,  and  cn  others  directly 
connected  to  this." 

******* 

"In  regard  to  the  automobile  Industry,  those  in  the 
catogory  of  genuine  war  supplies  such  as  tanks  and 
special  military  vehicles  will  bo  governed  by  the 
forapoirf  Clausa  ?,  Hit  in  repaid  to  ordinary  auto¬ 
mobiles,  it  will  bn  pulled  by  the  comprehensive 
national  policy  ir.  such  a  way  as  not  to  impede  the 
commandeering  end  supplying  of  tho  roovirad  number 
in  time  of  ear.  However,  necessary  military  adriinis- 
tratior.  measures  will  Ko  devised  to  !^ivo  a  consider¬ 
able  portior  of  tho  wartime  capacity  of  the  said  in¬ 
dustry  coop  rate  in  ths  war-time  production  of  air¬ 
planes  ." 

Appendix  No.  3  of  IPS  Dccumart  9002  A  t  papo  27  sets  out  a 
schedule  indicating.  tho  depree  to  which  the  automobile  engine 
industry  should  bo  converted.  to  tho  manufacture  of  airplane 
engines. 

87.  V/ith  retard  to  the  manufacture  of  tanks  and  armoured 
vehicles  it  was  proposed  to  use  the  expansion  of  the  auto¬ 
mobile  industry  for  the  purposo  of  converting  to  the 
manufacture  of  tanks.  The  Outline  of  the  Five-Year  Plan 
for  Production  of  Hr  I'atorials  (IPS  Document  9002  A) 
indicates  on.  page  Af  paragraphs?  and  3j  on  page  9»  paragraph 
2c,  Appendix  I,  pages  17  and  IP;  and  Appendix  6,  pages  34  and 
35  that  the  two  industries  are  inter-related  for  purposes 
of  producing  war  eruipments.  I  will  read  those  portions  of 
tho  document. 
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"It  Is  planned  to  '‘ypand  and  cultivate  th 
munitions  industries  (ir.clucHn  parts  end  rrw 
materials  Industries)  r.s  '/oil  as  tha  various 
industries  to  be  convert.**!  ir  tiiv  of  war 
simultaneously  with  tha  expansion  of  tho  major 
national  defense  irluotrics  and  tc  str  ngthon 
tho  necessary  control. 

"The  emphasis  of  expansion  is  to  bo  plr.ced  on 
the  production  of  airplanes,  arms  and  ammunition,  tanks 
ard  military  vehicles,  which  are  tho  main  factors  for 
constituting-  fi.  htlng  po’vr,  and  on  others  directly 
connected  to  this." 

******* 

"In  regard  to  the  automobile  Industry,  those  in  tho 
catogory  of  genuine  war  supplies  such  as  tanks  and 
special  military  vehicles  will  bo  governed  by  the 
foreroir/  Clause  ?,  Mit  in  rogard  to  ordinary  auto¬ 
mobiles,  it  will  bo  guid'd  by  the  comprehensive 
r.atiora)  policy  in  such  a  way  as  not  to  impede  the 
commandeerin'  and  supplying  of  tho  roeuired  number 
in  time  of  war.  However,  necessary  military  adriinis- 
trntior.  measures  will  devised  to  Lavo  a  consider¬ 
able  portior  of  tho  wartime  capacity  of  the  said  in¬ 
dustry  coop  rate  in  the  war-time  production  of  air¬ 
planes.  " 

Appendix  No.  3  of  IDS  Document  9002  A  at  page  2 7  sets  out  a 
schedule  indicating  tho  degree  to  which  the  automobile  angina 
industry  should  bo  converted,  to  tho  manufacture  of  airplane 
engines. 

67.  With  regard  to  the  manufacture  of  tanks  and  armoured 
vehicles  it  was  proposed  to  uso  the  expansion  of  the  auto¬ 
mobile  industry  for  the  purpose  of  converting  to  the 
manufacture  of  tanks.  The  Outline  of  the  Five-Year  Plan 
for  Production  of  ”-'ar  I'atorials  (IPS  Document  9002  A) 
indicates  on  page  4,  paragraphs?  and  3j  on  Fage  9*  paragraph 
2c,  Appendix  I,  pages  17  and  IP;  and  Appendix  6,  pages  34  and 
35  that  the  two  industries  are  inter-related  for  purposes 
of  producing  v/a.r  eruipmeuts.  I  will  read  those  portions  of 
tho  documert. 
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It  was  further  propose  to  uso  th-  i-fant  industry  of 
i  a r chur la  for  t’- 1  purpose  o'  manufacturi  rp  t-M>ks  and 
dlitnry  vi!:ld  s.  The  folZowin  is  i  '■wot  Mon  fror 
,pa;  08  ,  an(j  and  30  of  I  PC  Doou»T<?rt  9002  A: 

HT}  >  aj*oQS  of  expansion  will  ba  Loth  Japan  ^nd 
Lrindicwkuo  .arl  their  il  - 1  ■  of  op:r.itior  will  be 
datori  inod  roughly  ns  follovs: 

"(a)  In  rc-par'1  to  the  contiront,  particularly 
Manchuria,  local  proavetior  cl  •  irpl  .r*s,  arms 
ammunition,  tv'ks  *  nd  military  vehicles  will 
^  start'd  ir  comcotion  -ith  ti  •  dovolcpjnrit  or 
raw  materials  !  resources  r.radu'lly  developed 
to  mak?  possible  mass  production  ir  tiw-  of  war." 

(pp  d  °nd  r'V 

♦  *  +  4  *  +  ♦ 

"tfar-tir'*  production  Conversion  of  Private  Enterprises 
*8c,0  (*  of  v/hich  approxiti toly  900  Tanks 
are  convarted) 

Enpinr.s— Utilisation  of  Automobile  Industry  — 
lonchv.ria ."  (p  3^) 

In  the  detail'd  schedule  for  ;xp  'cit'd  war  material  production 
in  I-anchuria,  Appendix  Ko.  7,  IPS  Pocumont  9002  A,  it  was 
artici patod  th  t  TO  tanks  por  month,  including  armoured  cars, 
world  bo  imrufacturod . 

Pg.  An  increased  pro^uctioi  of  r=il  transport* tior  facili¬ 
ties  was  1  ikvwise  a  necessity  brought  about  by  war-timo 
planned  economy.  The  Outlin  of  the  Flar.  for  tho  Expansion 
of  Productive  To  >r  by  the  Flaming  Board  (Part  III,  ITS 
Document  1^22)  aims  at  tho  orpansion  in  the  production  of 
locomotives  from  977  units  ir.  193?  to  1100  units  by  tho  ond 
of  1941?  of  rail  cars  from  llfl  urits  in  193?  to  2000  units 
by  tho  end  of  1941:  of  freight  cars  from  14,111  units  in 
1038  to  21,000  units  by  tho  end  of  1941.  This  expansion 
would  appear  to  bo  extremely  significant  v/hon  one  considers 
the  already  well  developed  railway  system  in  Japan  which 
v/r.s  operated  by  the  government.  That  the  expansion  of  railway 
production  equipment  as  woll  as  the  expansion  of  eouipmont 
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its.  ir  ^as  corsid  r  d  import  ;t  Tor  tv  *  »v  r  'ffort  is  dts- 
clos.d  lr  tho  tvtlln  O’’  t’.e  rivj-V-  r  "  1  r  for  thi  r reduction 
cf  V  *  r  j  t.  rv.ls  ( T  *  S  Document  AC  X  A).  At  A  partly  I'o.  1, 
p  ;  c:  17,  a  ,1  r.  to  c„rvort  the  vhicl:  Industry  to  the  manu- 
f  cturM.  of  locomotives  f.-r  zrwy  us.  ,  p  rts  c--  •? croons,  asr  mblir 
of  tanks,  etc.,  is  shewn.  It  as  fvrth  r  cl  nr  \  in 
Arperdlx  No,  of  TT  S  Doovjavrt  r*'0r  A.  r-fe  3:\  th  t  I  archurla 

was  to  provide  ,•  capacity  of  12C  lirht  r.-ilv  .y  freight  cars  **  r 
north  for  military  uso. 
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AI°CF\FT  imnSTRY 


89.  Aircraft  proauctior  comr  rdod  top  priority  in  tho 

Jr  panose  program  for  wa  r  prep  -.ri  tiers.  In  support  of  this 
statement  I  will  road  tho  followinp  excorpts  from  the  Outline 
of  the  Flvo-Year  Plan  for  Production  of  War  latcrinls  by  tho 
W  ar  Office,  (IPS  Document  900?  A): 

a) .  Pate  A,  paragraphs  2,  3  ^(a). 

b) .  Pape  8,  sub“pnra[ raph  3. 

c) .  Paj.cs  21,  2?  and  23  through  (6), 

pafo  26  and  pare  27  of  Appendix  3» 

90.  To  pivo  effect  to  planned  aircraft  expansion  concerted 
action  was  taker  by  tho  fovornrent  in  the  promulgation  oi  tho 
Aircraft  I-'arufo.cturlng  Law  in  Larch  193'  •  This  Ltuv  provided 
for  tho  liesnsinp  of  tranufacturnrs  of  aircraft,  aircraft 
parts  and  accessories  by  the  Japanese  Government.  Subsidies 

in  the  form  of  exemption?  from  income  and  business  profit  taxes, 
local  government  tax,  import  tax  on  tools,  machinery  and 
materials  necessary  for  the  development  01  plants  were  to 
bo  granted  as  well  as  encouragement  money  for  the  manufacture 
of  new  types  of  aircrafts.  Likewise,  licensed  companies 
wore  allowed  to  effect  an  increase  in  capital  evon  before 
original  capital  on  the  company  was  fully  paid  up  and  were 
allowed  to  issue  debentures  up  to  twice  tho  paid- 
up  capital  without  security.  For  those  and  other  special 
"rivilefes  the  povornmont  completely  took  over  the  direction 
of  the  licensed  plants.  Such  direction  included  supervision 
and  authority  to  order  expansion  of  plants,  special  manufacture, 

-  69  - 


PURL:  http://www.legal-tools.org/doc/906fl3/ 


AIpCPirr  IN^STRY 


89.  Aircraft  proauctior  comr'.rded  top  priority  in  tho 

Jr  panose  program  for  ’tar  preparations.  In  support  of  this 
’  statement  I  will  ropd  tho  following  excerpts  from  tho  Outline 
of  the  Five-Year  Plan  for  Production  oi*  War  Fatorials  by  tho 
W  ar  Office,  (IFS  Document  900?  A): 

a) .  Fate  <,  paragraphs  ?,  3  and  4(a). 

b) .  Page  8,  suh-parar  raph  3« 

c) .  Pa^os  21,  2?  and  23  through  (6), 

pare  26  and  pa  go  2?  of  Appendix  3. 

90.  To  give  effect  to  planned  aircraft  expansion  concerted 
action  was  taker  by  the  government  in  the  promulgation  ol  the 
Aircraft  Fanufacturing  Law. in  Larch  193R.  This  Law  provided 
for  tho  licensing  of  manufacturers  of  aircraft,  aircraft 
parts  and  accessories  by  the  Japanese  Government.  Subsidies 

in  the  form  of  exemptions  from  l^com?  and  business  profit  taxes, 
local  government  tax,  import  tax  on  tools,  machinery  and 
materials  necessary  for  the  development  01  plants  ware  to 
bo  granted  as  well  as  encouragement  money  for  the  manufacture 
of  new  typos  of  aircrafts.  Likewise,  licensed  companies 
wore  allowed  to  effect  an  increase  in  capital  even  before 
original  capital  on  the  company  was  fully  paid  up  and  were 
allowed  to  issue  debentures  up  to  twice  the  Faid- 
up  capital  without  security.  For  those  and  other  special 
r,rivileres  the  government  completely  took  over  the  direction 
of  the  licensed  plants.  Such  direction  included  supervision 
and  authority  to  order  expansion  of  plants,  special  manufacture, 
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r  svrchos,  tr-irir.;  oi  taohrtci' r  s,  joist  \>so  of  facilities, 
fixing  of  prices  r.n’  -11  other  matters  "r. leoss  ry  in  the 
public  Interest" •  ituring  1*  ustry 

became  complrtoly  dominated  hy  t!  i  government ' s  program  for 
its  expansion. 

91#  rhe  followln  t  Lo  lllustr  tea  the  wept ;  i'/1  production 
cf  military  aircraft  for  t>  j  yanrs  1935  to  K41  Inclusive : 


LIST  CP  KI. LITANY  AIRCRAFT  PRODUCTION 


TYPE 

Army  Aircraft 
Bodies 

1935 

1936 

1937 

1933  1939 

1940 

1941 

Fur suit  F. 

11 

188 

34  2 

400  549 

506 

724 

Bomb-  r 

167 

42 

35 

75?  1,203 

693 

769 

Rcconn.  F. 

139 

94 

140 

106  179 

524 

746 

Othors 

32 

239 

280 

409  737  1,195 

1,548 

Total 

349 

563 

847 

1,667  2  ,668  3,008 

00 

00 

^0 

I  'r.vy  Aircraft 
Bc-d  log _ 


Firhtrr 

t-i 

0 

1 

2r8 

407 

4.66 

463 

668 

620 

Bomber 

27 

49 

142 

496 

522 

452 

492 

Patrol  P. 

59 

14  6 

144 

340 

430 

247 

210 

Others 

231 

120 

88 

385 

707 

744 

758 

Total 

408 

573 

781 

1,687 

2  ,122  2,1.11 

2,080 

Army  S'  Navy 
Aircraft  Meters 


Air-cool 

481 

792 

1,404 

2,260  5,973  7,334 

11,652 

Water-cool 

103 

78 

22 

'>68  596  2  57 

2 

Total 

584 

870 

1,426 

2,728  6,569  7/>0l 

11,654 
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r  srrchos,  tr-irir.,  o!  tacht  id  s,  jcirt  use  of  f  cilitics, 
fixing  of  cricks  cn’  'll  other  matters  "r.ieoss  ry  in  tfo 
public  interest",  ?hus  1  ’  ruf  cturlnj  industry 

bccanc  corplr toly  dominated  Ky  t’  t  government's  program  for 
its  expansion. 

91.  the  following  t  bio  illustr  tas  the  expanded  production 

of  military  aircraft  for  t)  .  yinrs  1935  to  1941  inclusive: 

LIST  OF  KILITARY  AIRCRAFT  PRODUCTION 

TYPE 


Army  Aircraft 
Bodies 

1935 

1936 

1937 

1938  1939  1940 

1941 

Pursuit  F. 

11 

1P8 

34  2 

400  549  5Q6 

724 

Bonb'-r 

167 

42 

85 

75?  1,203  693 

769 

Ficconr.  P. 

139 

o/l 

* 

140 

106  179  524 

746 

Othors 

3?? 

239 

280 

409  737  1,195 

1,548 

Total 

349 

563 

847 

1,667  2  ,668  3,008 

3,787 

t’r.vy  Aircraft 

Bodies 

Firhtrr 

91 

258 

40? 

466  463  668 

620 

Bomber 

27 

49 

142 

4  96  5?2  4^2 

492 

Patrol  F. 

59 

14  6 

144 

340  430  247 

210 

Others 

231 

120 

Pp 

K>  V> 

385  707  744 

758 

Total 

408 

573 

781 

1,687  2,122  2,L11 

2,080 

Army  &  Navy 

Aircrrft  Meters 

Air-cool 

481 

792 

1,404 

2,2(0  5,973  7,33'! 

11,652 

Water-cool 

103 

78 

22 

/>68  596  257 

2 

Total 

984 

870 

1,426 

2,728  6,569  7^01 

11,654 
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Th-.  ''bov-  tc.Sl  do  s  rc t  shew  ti  prodvctirr  or  aircraft  for 
civlli'-r  usos  '’or  do-s  It  show  tr '  truf  picture  of  expansion 
Lr  th?  production  potc1  tinl  of  .ircr  ft  ns  developed  during 
those  yaars.  Such  poterti  1  ctr.  best  b->  Judged  by  tho 
devalopnjont  of  th**  machirn  tool  ir^ustry,  tho  lipht  an  tel 
irdustry,  tho  automobile  industry  and  others  which  wore 
expanded  with  a  view  to  oonvorsicr  of  thoir  facilities  to 
tho  manufacture  of  aircraft,  and  r-ircraft  p  rts.  Cno  can 
prop:  rly  say  that  tho  aircraft  industry  was  bring  proparsd 
for  war  production  or.  a  for  grower  scelo  thar  appears  from 
tho  actual  production  of  ./.nr  plains,  although  that 
production  proceeded  nlcr  tho  schedule  outlined  by  tho 
War  Cffice. 
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INDUSTRIAL  CONTROL 


92.  In  ncU.itioi  to  Uc  direct  and  Indirect  controls  for 
stimulation  of  specific  industries,  or  0"tlir  d  briefly  in 
ths  forOcOirj  surveys,  in  furtherance  of  a  planned  economy 
as  decor  str  a  tod  by  lav.’s  .nd  regulations  affecting  the 
specific  industries,  other  direct  measures  of  industrial 
control  of  universal  ratviv  worn  planned  and  executed. 

In  support  of  this  stateuort  I  will  read  the  following  excerpts 
from  the  Outline  of  the  Five-Year  Plan  for  Froductior.  of  Wor 
I  atorials  by  the-  War  Office,  dated  23  June  1^37,  (IPG 
Document  9002  A)* 

a)  Fp.p-;  3,  paragraphs  1,  2  and  sub-paragrr.ph  3. 

b)  Pago  9,  paragraph  f . 

c)  Fages  13  and  14,  Section  V. 

I  shall  also  rend  the  following  oxcorpt  froir  pages  3 
and  4,  paragraph  3  of  the  Outline  of  the  Plan  for  the 
Expansion  of  . roductlvs  Power  by  the  Board  of  Planning, 
dated  Janurry,  193°  (Fart  III  of  IPS  Document  lr'22): 

93.  I’o  accomplish  the  purpose  cf  general  concentration 
of  industrial  control  for  war  purposes  it  was  planned  to 
build  upon,  the  basic  structure  of  cartels  end  control 

trcch' r.isms  already  ir.  exist  enoc  in  irdustrv.  A  brief  review 
of  those  mechanisms  •-  ill  s.erv.e  to  explain  the  simplicity 
end  completeness  of  their  operation.  In  December  192°, 
rationalization  of  industries  in  a  narrow  sense  first  came 
into  being  with  the  formation  of  the  Special  Committee  01: 
Industrial  Rationalization  of  tl  e  i  inistry  of  Commerce  and 
Industry .  In  Juno  of  1930,  the  Emorr  cncy  Industrial 
Rationalization  Bureau  was  formed.  This  Bureau,  created 
for  normal  government  purposes,  formulated  plans  for  standard¬ 
ization  and  simplification  o?  parts  and  products,  dissemination 


of  scientific  industrial  tune;  -rent  data,  .nd  rarorr.lly 
provided  for  subet  .:  tinl  measures  to  assist  in  national 
rooovary  -rf'  promote  irdustrl .tlizatlon  for  export  trrd:. 

94.  A  first  direct  •  ttenpt  to  control  heavy  in^'ustri^s  for  ths 
s*k?  of  a  rational  plrrn  d  economy  /as  un'ortek&n  in  Au.ust 
1<31  with  the  pass'. .  of  tl  >  >.1or  Tr  *U3»ri-:s  jor.t^cl  x.aw. 

Tl.is  law  provided  for  l--r;  e  seals  heavily  c  ipitalized  industries 
hy  facilitatirr  irdustrir-.l  soil-control  and  makir  legally 
enforceable  arroenents  made  between  pr oiv.ee rs  .re.  important 
industries  with  regard  for  the  public  7/elfsre.  Fo.vovor, 
nr.  am  ndirnnt  to  this  lav/  i’"1  1?3^  enforced  cartelization  of 
major  industri  -s  and  placed  such  industrial  self-control 
organs  under  direct  government  sup  rvision.  In  cases 
where  persons  operating  i*  the  major  industries  cede  c 
cartel  arrevar-nt  which  effected  on --ho If  or  mor--  of  tho  total 
pro ’uction  within  tho  specific  irluotry  such  an  agreement  had 
to  bi  registered  with  the  Government  Control  Committee  end 
could  be  modified  by  that  Committee  in  tho  public  interest. 

Cf  course,  sucV  cart'l  agreements  "'ithir  tho  Lajor  Industries 
forced  many  mergers  of  plants  :nd  oevipmerts  and  threw  tho 
control  of  the  I  n jor  Industries  f-snerellv  into  the  hands  of  the 
l/rpe  groups.  The  industries  specifically  cartelized  by  the 
govarrmor  t  permission  and  direction  -’ere  cotton  spinning 
and  weavir,  .,  silk  spirnir:-  ar.o  weaving,  rayon,  paper,  carbide, 
flour,  sulphuric  acid,  cement,  copper,  sugar  nnd  oil  pressint  . 
Other  lajor  Industries  such  as  iron  and  steel,  mining,  import 
and  export  and  shipbuilding  were  being  effectively  consolidated 
by  other  special  laws  and  programs. 
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95*  Tho  effect  of  such  enforc'd  curt >lization  was  to  destroy 
tho  ability  or  the  small  ar.i  radium  scale  i  dustries  to 
comps to  with  large  industrial  org 'rlzations  cortroll  d  by 
the  so-called  ?nlbatsu  irtarosts.  Slrco  anti-monopoly  lews 
wora  repugnant  to  this  Japanese  methed  of  industrial  control 
for  the  national  welfare,  smell  :r  concerns  united  into 
guilds  and  unions  for  protocticn.  Tho  Industrial  Guilds 
Law,  as  amended  in.  1931,  contained  provisions  for  the 
unionization  and  association!  control  of  smaller  marufactvr- 
inf  industries  with  provisions  similar  to  the  lajor  I  dustries 
Control  Law.  Again  ir  September  1932,  by  the  Comnu'rcinl 
Guilds  Law,  control  and  organization  of  commercial  undertaking 
was  fostered.  Increased  facilities  lor  guilds,  and  associa¬ 
tions  from  a  standpoint  of  banking,  wore  provided  ir  193*> 
by  the  Central  Bank  for  Commercial  and  Industrial  Associations 
which  loaned  mo ray  at  cheap  rates  and  provided  many  spocil 
facilities . 

96.  Tho  ertert  of  the  forced  mercers  of  companies  nd  their 
recapitalization  for  streamlined  op ‘ration  is  disclosed  in 
the  statistics  of  tho  Bank  of  Japan  which  tell  plainly  what 
was  accomplished  by  such  measures.  During  the  year  1940, 

212  major  corporation  morr or s  tock  place  affecting  capital 
investment  of  2,300,000,000  yen,  approximately .  Burin  tho 
first  half  of  1941,  172  major  companies  mergers  took  place, 
effecting  capital  investment  or  over  2>000,000,000  y°r  • 

(By  1941  "-here  wer-'  o'rcr  1000  fog  yo  Kumiai  or  Guilds  formed 
of  smaller  enterprises) .  The  sit nificanco  cf  these  enormous 
more ers  indicates  the  strength  of  tho  government's  program 
and  the  desire  to  build,  a  complete  control  structure  upon  a 
foundation  of  unification  of  similar  enterprises  unJer  govern¬ 
ment  sup.  *rvision. 
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97.  icllo'ir.c  the  M '  ■  rol 
Soctior  V  of  the  Outline  of  the  ^iv'-Yoar  Flan  for 
Production  of  "<>.r  Nf.terl~ls,  (IF3  Focvnort  9002  A) ,  there 
resulted  the  rational.  0:  t »  ral  Law  off  ctivo 


Pay  193-°  which  is  Court  Fx.:t  ’  V  .  ’  ia«  is  oho  basic 
lofislntion  for  tl.-**  uo •. J  ..  » .  '  .•  *  *»I1  fncilitios 

for  war  economy  "ct  ctn.rvis  » rovid.ou  i  will  road  the 
follO’.-irt  excerpt  freir  The  National  Oonornl  Mobilization  Law. 


9P.  One  of  tha  first  inportfft  ordinances  rffoctlnp  industry 
promult  ated  pursuant  to  the  rational  G  eneral  I  obilization 
Law  was  tha  Ordinance  Concern' rr  tho  Firr.n  Vv  thO-Lrorotor  of  . 
a  Business  ror  General  rov-lH.i-c  tlT.  dated  2 6  July  1°39.  This 
Ordinance  provided  that  the  M.Mst^rs  of  War  and  Navy  could 
call  in  the  owners  or  promoters  of  selected  businesses,  named 
pursuant  to  ordinance  under  th*  National  General  t obilization 
Lav.',  and  order  such  persors  to  make  plans  for  production 
Collo’.vir.j  a  set  n'tioral  production  schedule.  This  authority  of 
the  rirtstcrs  included  the  po*v,r  to  order  the  t>pe  of  trtirin: 
pro^raias  of  personnel  within  t!  a  sp.cific  industrial  plants 
in  conformity  with  anticipated  roads  for  skilled  personnel 
as  disclosed  i r*  IPS  Pcc’Uiiont  1522.  Sucii  methods  forcod 
businessmen  to  coopr-rat--  in.  the  execution  cf  the  pl^r.s  of  tho 
Amy  and  Navy  to  fullest  extort  of  their  facilities  and  skills. 
99.  One  of  the  most  forthright  industrial  ordinances  pro¬ 
mulgated  pursuant  to  the  National  General  Mobilization  Lav;, 
was  Imr:.rial  Crdinance  No,  9*1?  cf  December  2°,  1°39  entitled 
Use  and  Expropriation  Orel  ranee  of  Fnc t  orlg s . a.M JVorkijiQEg^ 


-  75  - 


PURL:  http://www.legal-tools.org/doc/906fl3/ 


Pursuant  to  this  Crdim  nco  th'  Var  .  nd  Navy  Unisters  were 
i.  Ivon  the  authority  t->  authorize  exportation  of  materials, 
l'Pds,  building-?,  construct* ors,  n  ai.ii.-ry  ari  ’"uipmor.t 
doomed  raccssary  for  the  .wtlo  ■•1  ronaral  oobl  11  nation.  Upon 
notification  by  tho  crmpjtr’ t  mln'st'rr,  the  owners  and 
operators  of  selected  rlani;?  si  ly  oiurcd  them  over  to  the 
fovarrmeut  direction  ar.d  mra;  c  rt.  Likewise,  by  or^er,  tho 
owners  or  operators  of  such  plants  who  turned  thorn  ov;r 
ler  povarnment  uso  wore  to  make  available  their  workers  as 
demoded  by  the  povernnnnt.  T’  is  expropriation  law  appll  -d 
likewis  3  to  paterts.  Article  ho.  27  of  the  National  General 
I  obilizatior.  Law  provided  for  a  m:tlod  or  compersat.  or .  This 
ordinance,  aimed  at  matort  Is  .  nd  ciqulpments  manufactnrars, 
was  a  constat  throat  to  private  ownership  to  obey  the  in¬ 
structions  of  the  Army  and  ILavy  and  provide  tho  equipment? 
desired . 

lOo.  Tho  most  swapping-  or  all  tho  eortrol  ordinerces,  however, 
was  tho  Xgy  Ipi^sJjri^^Coplro^  promulgated  Air  us t  30, 

19^1.  This  Ordinance-  was  based  upon  tho  provisions  of  Article 
13  of  the  National  General  T-'obilizntion  Lew  and  was  to  serve 
as  a  foundation  for  the  complete  control  cf  all  major  in- 
lustrios  by  the  government, using  the  cartel  structure  already 
ir  existence  as  its  guiding  principle.  It  was  provided  that 
the-  major  industries  nam'd  by  the  pov  or  lament  wore  to  form  them¬ 
selves  into  control  associations  nccordinf  to  typo  of  industi’y. 
Thus  thiro  was  to  be  in  each  malor  industry  such  as,  iron  and 
sto-jl,  cement,  machinery,  chemical,  rubber,  rolling  stock, 
vtc.,  one  single  nations  1  1  dus trial  orgr  nization  for  each 

kind  of  industry.  Tho  pov/jr  of  each  such  national,  association 
was  to: 
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(a)  Participate  in  tv  o  .ovcrrrunt 's  plans  concern¬ 
ing  production  and  distribution  in  the  industry 
concerned  and  t!  e  dcr.nnd  and  surply  rf  raw  materials, 
funds,  la^or  rorvirrd  in  the  scli  industry,  and 
also  the  i  overunont 1  s  oth~r  pirns  concerning  the 
said  industry. 

(b)  Control  and  paid a  concerning  the  production  and 
distribution  in  tho  industry  concerned  and  also 
tho  control  or.d  guidance  concerning  the  enterprises 
In  such  industries  which  arc  owned  by  its  members  or 
by  persons  who  form  tho  or  animations  which  become 
monitors  of  the  said  control  organizations. 

(c)  Increase  the  perfection  of  the  organization  cl'  tho 
industry  concerned. 

(d)  Establish  the  importance  of  technieua,  the  promotion 
of  efficiency,  the  standardisation  of  specifications, 
tho  importance  of  tho  accountin'3  system,  and  other 
facilities  for  the  development  of  tho  enterprises 

ir.  such  industry. 

(o)  Oversee  the  investments  and  resources  ir  the  industry 
concerned . 

(f)  Conduct  inspoc tior  of  +ho  enterprises  in  the  said 
industry. 

(g)  Control  other  enterprises  rhich  arc  necessary  for 
the  attainment  of  tl  n  importance  of  the  control  of 
the  association. 
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The  system  established  provided  that  'ach  industrial  Cortrol 
Association  should.  nominate  a  president  vho  vould  bo  ap¬ 
pointed  by  the  government.  All  of  th  .  important  directors 
of  associations  wora  appointed  sut.loct  to  '-overnmert  sanctloi  . 
Tho  right  of  dismissal  of  officials  was  In  the  hards  of 
the  government.  The  Cortrol  Association,  by  direction  of 
th?  presidort,  could  impose  special  levies  or.  the  members, 
ordar  the  merger  of  enterprises  within  the  irdustry  for 
the  sake  of  efficiency,  order  charges  in  plant  equipments 
and  managjni:nt  and,  in  general,  exercise  complete  ar.d 
autocratic  control  over  the  entire  industry.  Tho  fixing 
of  production  plans,  tho  allocation  of  tutorials  to  individua 
plants  to  effect  planned  production,  tho  nomination  of  sale 
of  all  products,  tho  establishment  of  wage  policies  and 
the  fixing  of  prices  within  each  industry  was  made  pur¬ 
suant  to  the  joirt  planning  of  tho  heads  of  tha  Control 
Associations  and  the  Plannin;  Board  .vvo  united  policy  end 
production.  In  this  correction  it  can  be  said  that  one  of 
tho  functions  of  tha  Planning  Board  was  to  compare  tho 
indigenous  supplies  of  materials  with  production  demands 
and  make  plans  for  the  means  of  socurint  and  paying  for 
aof iciencies,  makin'*  such  adjustments  as  were  consistent 
with  tho  national  policy.  All  producers  were  forced  to 
become  members  of  their  respective  industrial  association 
or  go  out  of  business.  In  certain  cases  diversified 
companies  had  tc  belong  to  several  associations.  In  thoso 
cases  where  individual  producers  wore  too  small  to  partici¬ 
pate  they  wore  either  tier  ad  into  larpor  enterprises,  or 
wore  formed  into  3  union  of  similar  enterprises  and  the 
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urion  taken  lr  as  p  mn-^-.r  of  tho  Control  Association. 

In  each  prefect*  •  •  su^-oortrol  ee.7oeintions  xro  fornd 
for  tho  s:  kc  of  o*fJ  Money  In  dissemiru tion  of  orders 
and  effective  control. 

101.  This  Qlaborrtlo*.  of  tho  control  association  system 
war  tho  perfection  of  th?  already  woll-Minctlorinr  system 
.vlth  tho  added  elorrnt  of  universal  application.  It  was 
established  irwdl  tcly  preceding  tho  outbreak  of  war  to 
porprtu- tf;  p.ak  wartiun  r^uction  vhich  was  planned  to 

b?  reached  by  the  or.d  of  19*1.  Th  »  timing  of  such  activities 
would  appear  to  bn*  extremely  significant  when  ore  considers 
tii'  el  oner  t  oi  preparation  ir.  the  light  of  ovonts  subsoouent 
to  Docopb'.r  7,  19'  1. 

102.  In  additio,.  to  the  many  methods  for  stMrulatirg 
war  materials  production,  othorwiso  cited,  tho  government 
directly  too!:  over  the  ,10'b  of  ecuirpir.f  vver  industry  plants 
pursuant  to  lr>£  islMio.  enacted  Novoab'-r  29,  1941  (Law 

No.  91).  This  Law  was  .ntitlod,  "Lg.w  Cor.ccpnlrc  The 
Sarpy o  °etsubi  El  for"  (»Tr dysMial  Enuipiaent  Corporation"). 

By  virtu*  of  the  aforo.r u  tion  d.  law.  th ;  govarr-jrant 
created  a  special  equipment  corporation,  a  Juridical 
person,  with  the  rollo?/ir:  object: 

"Article  1. 


"ihe  objectives  of  tho  Industrial  Eeu.ipir.ent  Corpora¬ 
tion  are,  in  time  of  war  ****  inclusive  of  a 
serious  accident  t’  at  shall  regarded,  as  the 


same,  to  have  the  following  industries  ecuj  pped 
with  necessary  rl-^.ts,  euch  as  munitions  indus trios, 
tho  production,  of  ,/hich  shell  bn  increased  on 
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certair  definite  ilr  .s  of  t.h.-*  government  pro? rammos 
and  other  indispensable  Irdustrios  for  national 
economy  when  any  other  enterprisers  could  hardly  do 
tho  same  or  maintain  such  equipments,  and  are  to 
build  ships  that  shall  conform  to  g.augo  designated 
by  the  government,  and  to  make  full  uro  of  industrial 
plants,  inclusive  of  machines  tird  iioolamonts  to 
bo  used  in  furnishir  the  rentioned  plants,  which 
ere  not  yet  brought  *o  completion  or  employed  **** 
those  shall  bo  called  tho  unfinished  and.  unemployed 
plants  in  the  follo^irf  Articles". 

To  achieve  the  purposes  outlined  In  the  objectives  for 
the  establishment  of  this  corporation  it  was  empowered 
to  transact  the  follow’ op  business: 

"(1)  To  construct  or  purchase  plants  of  tho 

indispensable  industries  for  tha  national 
economy  wi  on  other  enterprises  cannot  con¬ 
struct  or  maintain  such  plants. 

"(?)  To  lend,  invest  in  and  coll  the  plants  obtained 
or  constructed. 

"(3)  To  give  orders  to  M  ild  or  manufacture  ships, 
ship's  or.;  ines  and  equipment  that  shall  con- 
form  to  government  specifications. 

"(d)  To  sell  suoh  ships  and  ship's  enuipmonts. 

"(5)  To  buy,  soil  rnd  hold  the  unfinished  and 
unemployed  plants. 

"(6)  To  act  as  mediator  in  making  full  use  of 
unemployed  plants. 

"(7)  Do  the  necessary  business  to  carry  out  tho 
above  named  purposes". 
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103.  As  a  further  facility  to  carrying  out  the  business 
of  tho  Industrial  Equipment  Corporation  it  was  exempted 
from  incomo,  corporation,  business  and  local  taxjs.  Its 
entire  capitalization  of  400,000,000  yen  was  supplied  by 
the  government,  and  for  additional  funds  it  was  authorized 
to  issue  dob:nturcs  up  to  15  times  the  amount  of  the  paid 
up  capital,  with  the  government  stnndinr  security  for  the 
payment  of  both  principal  and  interest.  The  governors, 
directors  and  auditors  of  the  corporation  wore  to  bo 
appointed  by  the  government.  In  addition  to  all  this, 
the  corporation  was  authorized  to  expropriate  or  use 
land,  and  the  rights  connected  with  land  other  than  the 
ownership,  v/hen  it  was  deemed  necessary  in  constructing 
plants  of  the  indispensable  industries. 

104.  The  planned  and  accomplished  expansion  in  pro¬ 

duction  by  the  various  industries  before  December  7,  1941  as 
disclosed  in  the  foregoing  surveys,  far  exceeded  the 
amount  of  materials  and  potential  needed,  for  the  conduct 
of  the  war  in  China.  Tho  elaborately  detailed  plannint 
and  careful  gathering. of  controls  in  the  hands  of  tho 
government  effectively,  chained  all  industry  to  the 
national  policy  of  industrial  preparation  for  a  far  greator 
conflict.  In  a  speech  made  by  Kenryo  SATO,  Chief  of  tho 
Military  Affairs  Section  of  the  V/ar  Ministry,  -l11  March 
1942,.  a  copy  of  which  is  IPS  Document ' 9027  A,  this  fact 
is  ms.de  unmistakably  clear.  I  will  read  an  excerpt  from 
that  Document  taken  from  pares  *  and  6  which  reviews 
government  policy  for  industrial  production  in  connection 
with  the  China  Incident  which  roods  r.o  further  amplification 
from  me.  • 
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FINANCIAL  PREPARATIONS 


105.  Under  the  Japanese  form  of  totalitarian  irr^r^rlism 
financial  controls  for  the  years  immediately  preceding  19*1 
were  designed  for  two  purposes: 

(1)  To  integrate  dependent  territories  into  the 
economic  system  of  Japan  in  order  to  draw 
from  them  materials  and  wealth  necessary  for 
strengthening  the  Japanese  economic  position, 
and  to  control  the  flow  of  money  and  goods  to 
achieve  the  maximum  benefits  of  foreign  trade 
in  support  of  industrial  production  for  war 
purposes. 

(2)  To  use  most  effectively  the  total  financial 
capacities  of  Japan  proper  to  build  up  war 
production  and  war  production  potential  by 
direct  and  indirect  government  spending  and 
by  rigid  control  over  the  flow  of  money 
capital,  and  goods. 

INTEGRATION  OF  TERRITORIES 

106.  During  the  Manchurian  Campaign,  1931  to  1932,  the 
Japanese  Army  relied  upon  the  Bank  of  Chosen  (The  Bank  of 
Issue  of  Korea  under  the  control  of  the  Japanese  Government) 
to  supply  currency  and  to  provide  banking  facilities.  As  a 
result  of  these  operations,  chiefly  on  behalf  of  the 
Japanese,  bank  note  circulation  of  The  Bank  of  Chosen,  rose 
from  75,000,000  yen  on  June  30,  1931  to  222,000,000  yen  at 
the  close  of  '1935  when  gradual  withdrawal  of  these  notes 
was  initiated;  at  which  time  notes  of  the  Central  Bank  of 
Manchuria  (The  Bank  of  Issue  of  Manchoukuo)  were  issued 
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lrst'ir^ ,  Add  t  or  l  fir  ’  oin  for  in^ustr”  dvr  In,  this 
-  rio'’  •  s  h  t.hrovrh  th  •  South  I  ■rchvrls.r  Railway, 

r.  tier  1  policy  com  :r.y  of  t’  J  "  rase  Oov?r*r.  r.t.  hich, 
to; c tl  '*1*  it!  its  cv.b3idi  rv  ccn--  ni  vs  s  re  d  like  ?r  o -topi's 
irto  n  •  rlv  -very  ph-  3?  of  ’  rchuri  r  dev * lormarts. 

107.  Aft'-r  t\'-  .s  t‘  slishirert  of  the  / -’rchov.kuo  .Covcrnin  rt 
nr.  :  r  '  >rt  •*':?  .« ' t*  r-  d  Into  V-t.vu*f  the  Imperial  Jr  r  r<.s* 
Govnrrr  it  nd  th-  Imp  rl  1  Oov  rrw.rt  of  V.  r.chou’uo  'hi oh 
politic  ily  s  w  11  es  practically  bcurr  t'..o  coromi.s  of 
tho  tvo  r  tior.s.  T  h  v  .  0  copy  of  r.  rcc<r-0  of  th:  mcetir.r  cf 
Privy  Council  hold  cr.  3  July,  1°3T,  U"S  Do  cum  r.t  7^), 
which  discloses  t  o  true  pur  os  e  of  tin  r.pr comert  frorr  tho 
Japanese  Gov  .rnreort 's  poirt  or  view.  I  shell  road  the  first 
•3 1;  ht  p  pos  of  th't  r-corrt. 

Th-.:  Ac r  •  nont  Rof  rdirc.  tic  ‘ilst  blishmort  of  tho  Joint 
Economic:  1  Corr/itt-*  of  i  ?  r ■  -r.d  icrchov’uo  /,.IrS  OocuroTt 
?196A)  w.  s  sit  red  or  tho  15th  of  July,  l°3r'.  I  will  r -•id 
th  t  docur  Tt,  tho  import  cf  which  cor.  ho  ir.oro  clearly 
understood  in  th 1  lifht  of  IPS  Document  'VIA. 

108.  Tho  cr-tior  cf  the  I  .distriul  Bark  of  hr.nchui-ia  ir. 

D-.’C  r.bor,  1°3^*  furnish y'  ■?.  mo -.r s  o*  fin-.ncin;  tho  plcrnod 
dovelopu ii-t  q.I  ier.cuuriuJi  industry.  T.»  U.-r '&  .ves  ori,. i~...lly 
capitalized  at  ^ 0, 1 C  ,000  yen  rrd  1  ter  ircr:-  sod  to 
100,000,000  yor .  Iffici  Is  of  the  Dr.r.k  were  appointed  by 
the  Govornm ?ut  •  r.d  its  activities  supervis  'd  by  tho  Finance 

i  iristry.  The  Industrial  Bark  we 3  authorized  tc  issue-  dobentnr.  . 
up  tc  15  tinus  the  c mount  of  paid  up  capital  urd  authorized  to 
issue  s-'-vir-'  d;bo"tvros  to  secure  necessary  funds  for  industrial 
devilopm.  r.t  pure  os  s.  The  f  ell  i  ties  •‘f  forded  by  this 
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Bank  provided  easy  financing  for  preferred  industries 
named  by  government  policy  which  after  all  was  Japanese 
dominated. 

109.  In  November,  1935  the  yen  bloc  was  established 
when  Manchou'cuo ' s  currency  was  legally  cut  off  its  silver 
basis  and  stabilized  at  par  with  the  yen.  This  action 
integrated  the  monies  of  the  two  countries,  Japan  and 
Manchoukuo .  The  yen  bloc  v/as  enlarged  in  March,  1938 
when  Jauan,  her  colonies,  Manehoukuo  and  the  dominated 
carts  of  China  accopted  the  money  notes  issued  by  the 
Federal  Reserve  Bank  of  China.  Under  the  regulations 
then  put  into  effect  Manchoukuo  and  China  utilized  the 
yon  balances  supplied  by  Japanese  Hanks  practically  as 
their  exclusive  currency  reserves. 

110.  The "Essentials  of  the  Five-Year  Program  of  Important 
Industries  by  the  "far  Ministry",  dated  29  Fay  1937,  (Part 

I  of  IPS  Document  1522)  discloses  that  the  Japanese  War 
Ministry  in  its  planning  Intended  to  make  use  of  the 
reserves  and  materials  of  Manchuria  and  North  China.  The 
following  quotetion  is  taken  from  rage  1,  paragraph  2  of 
that  Document: 

"Although  our  Empire  is  made  the  subject 
in  the  promotion  of  important  industries 
for  national  defense,  the  requisite  in¬ 
dustries  (for  national  defense)  should  be 
pushed  ahead  to  the  continent  as  far  as 
possible  according  to  the  principle  of 
right  work  in  the  right  place  with  Japan 
and  Manchuria  as  a  single  sphere  and  in 
consideration  of  their  necessity  in  our 
national  defense,  and,  furthermore,  observ¬ 
ing  the  farsighted  future  policy  of  our 
Empire,  we  should  pick  out  the  most  im¬ 
portant  resources,  should  ingeniously  take 
the  initiative  in  economic  exploitation 
of  North  China,  and  should  make  efforts 
to  secure  its  natural  resources.  " 


_ 
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This  Document  contains  also  a  schedule  citing  a  general 
goal  for  promotion  of  important  industries  in  Manchuria, 
as  well  as  in  Japan,  and  expressing  specifically  the 
intention  to  supply  certain  deficiencies  from  llanchuria. 
However,  The  Outline  of  the  Five-Year  Plan  for  Production 
of  War  Materials,  (IPS  Document  9002  /.),  shows  this  planned 

integration  to  be  vital  to  war  expansion.  I  will  read  the 

« 

following  excernts  from  that.  Document: 

a)  Page  3  (all) 

b)  Section  III,  pages 5  to  7  inclusive 

111.  It  was  also  the  intent  of  the  War  Ministry  to 
fully  utilize  the  resources  of  Chosen  (Korea).  Integra¬ 
tion  had  already  been  effected  during  the  four  decades 
in  which  Chosen  had  been  completely  dominated  by  Japan. 
Financially,  Chosen  was  controlled  by  Japan  through 
control  of  investments  as  well  as  through  the  operation 
of  the  Bank  of  Chosen  which  was  an  official  bank  of  issue 
of  Japanese  currency  and  the  single  effective  instrument 
by  which  fiscal  policies  of  the  Japanese  Government  were 
carried  out  in  that  territory.  So  strong  was  the  hold 

of  Japan  over  the  economic  structure  of  Chosen  that 
approximately  97/ *  of  all  corporations  (Kaisha)  doing 
business  in  Chosen  were  controlled  by  Japanese.  V/hen  one 
adds  to  the  picture  the  fact  that  the  Government  of  Chosen 
was  completely  Japanese  one  can  understand  the  complete¬ 
ness  of  the  integration  of  the  two  economies  under  the 
control  of  Japan. 

112.  Since  the  turn  of  the  Century  the  economic  structure 
of  Taiwan  (Formosa)  has  also  been  dominated  by  Japan. 
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Taiwan  is  predominantly  an  agricultural  territory  normally 
exporting  sugar,  rice,  and  sweet  potatoes#  ".hat  few 
industries  it  had  were  developed  Dredoninantly  by  the 
Japanese.  Like  Chosen,  dominance  was  exercised  through 
control  of  investments  and  control  of  the  Government, 

The  Bank  of  Taiwan,  likewise  an  official  bank  of  issue 
of  Japan,  carried  out  the  fiscal  policies  of  the  Japanese 
Government  in  that  territory.  Similarly,  the  Commercial 
and  Industrial  Bank  of  Taiwan  (operating  as  it  did  in 
purely  commercial  circles),  was  at  the  disposition  of 
Japanese  policy  makers.  Formosa,  like  the  mandated 
Islands  in  the  South  Pacific,  was,  in  all  factual  respects, 
a  colony  of  Japan. 

113.  The  direct  Integration  of  the  economy  of  China 
into  that  of  Japan  did  not  eon nance  until  a  later  date. 

The  integration,  hC7/3vor,  war  planned  bj  the  ’’ar  I'inistry 
to  carry  out  the  military  objectives  as  previously  cited 
in  paragraph  110.  of  tl  is  statement.  I'vrther  evidence 
of  planning  to  use  the  facilities  of  China  for  war 
purposes  is  disclosed  in  the  Resume  of  Policy  Relating 
to  Execution  of  Summary  of  Five-Year  Program  of  Important 
Industries,  dated  10  Jure  1917 »  (Part  II  of  IPS  Document 
1522),  which  states  on  tags  1,  sub-paragraph  B,  the 
following : 

"This  plan  is  for  the  establishment  of  a 
plan  for  the  expansion  of  the  productive 
power  of  the  major  industries  of  our 
country  based  on  the  policy  for  the 
establishment  of  a  comprehensive  plan  for 
Japan,  Manchoukuo  and  China  through  close 
contact  and  coordination  among  Japan, 

Manchoukuo  and  China." 
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Taiwan  is  predominantly  an  agricultural  territory  normally  , 

exporting  sugar,  rice,  and  sweet  potatoes*  What  few 
industries  it  had  were  developed  predominantly  by  the 
Japanese.  Like  Chosen,  dominance  was  exercised  through 
control  of  investments  and  control  of  the  Government. 

The  Rank  of  Taiv/an.  likewise  an  oificial  bank  of  issue 
of  Japan,  carried  out  the  fiscal  policies  of  the  Japanese 
Government  in  that  territory.  Similarly,  the  Commercial 
and  Industrial  Bank  of  Taiwan  (operating  as  it  did  in 
purely  commercial  circles),  was  at  the  disposition  of 
Japanese  policy  makers.  Formosa,  like  the  wardated 
islands  in  the  South  Pacific,  was,  in  all  factual  respects, 
a  colony  of  Japan. 

113.  The  direct  integration  of  the  economy  of  China 
into  that  of  Japan  did  not  conmence  until  a  later  date. 

The  integration,  hewevor ,  war  planned  bj  the  ,,:ar  Ilinistry 
to  carry  out  the  military  objectives  as  previously  cited 
in  paragraph  110.  of  tl  is  statement.  IVrther  evidence 
of  planning  to  use  the  facilities  of  China  for  war 
purposes  is  disclosed  in  the  Resume  of  Policy  Relating 
to  Execution  of  Summary  of  Five-Year  Program  of  Important 
Industries,  dated  10  Jure  19:7,  (Fart  XI  of  IPS  Document 
1522),  which  states  on  tags  1,  sub- paragraph  B,  the 
following : 

"This  plan  is  for  the  establishment  of  a 
plan  for  the  expansion  of  the  productive 
power  of  the  major  industries  of  our 
country  based  on  the  policy  for  the 
establishment  of  a  comprehensive  plan  for 
Japan,  Manchoukuo  and  China  through  close 
contact  and  coordination  among  Japan, 

Manchoukuo  and  China." 
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114.  During  tho  first  year  of  hostilities  in  China, 
1937-1938,  the  Japanese  Array  used  ti  o  bar.k  notes  of  the 
Bank  of  C!  oson  in  !'orth  China  and  the  bank  notes  of  the 
Bank  of  Japan  in  Central  China,  together  with  scrip 
denominated  in  yen,  so-called  "military"  yen.  However, 
the  practice  of  us^J.p  currency  in  occucied  territories 
which  was  valid  for  circulation  in  Japan  had  disturbing 
effects  upon  Japan's  monetary  structure.  As  a  consequence, 
the  practice  of  using  official  Bank  of  Japan  notes  backed 
by  specie  was  definitely  abandoned  in  the  autumn  of  1938, 
at  which  time  the  Federal  Reserve  Bank  of  China  was 
formed  and  the  yon  bloc  extended  through  the  use  of  the 
facilities  of  this  bank.  Iho  Japanese  in  Forth  China 

made  use  of  the  new  local  currencies  issued  by  the 
Japanese  dominated  rederal  Reserve  Bank  of  China,  whereas 
in  Central  and  South  Cnina  the  "military"  yen  became  the 
sole  lo^ul  tender  of  tho  Japanese  Army. 

115.  A  word  might  be  said  of  the  Federal  Reserve  Bank 

of  China.  Tho  Federal  Reserve  Bank  of  China  was  incorporated 
on  February  11,  1938,  and  commenced  actual  business  on 
the  10th  of  Iferch  of  tho  same  year.  Tho  main  purpose 
of  the  bank  was  to  teoiii  2.2  currency  and  control  the  money 
market,  and  foreign  archings  5  end  fa r  such  purposes  it 
was  authorized  by  ‘he  government  to  manufacture  and  issue 
currency.  Tho  Go /error  ura  Vice  Governor  of  the  bank  were 
appointed  by  lie  ;-.r>  € rn  aei.t ,  and  i  directing  personnel 
were  mainly  )>t  anoec  .  ’Che  caivonoy  issued  by  the  Federal 
Reserve  I’-ar  k  oj  Chine  was  Hiv'd  to  the  -Hpanose  yen, 
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and  so  paved  the  way  towards  Japanese  investments  in 
Uorth  China  ard  greatly  facilitated  the  exploitation 
of  this  territory.  Tho  original  credit  of  the  bank 
wus  established  bv  a  credit  of  100,000,000  yen  from 
the  Jaot\nore  harming  Syndicate.  This  Jrpene^e  govern¬ 
ment  dominated  bank,  becoming  as  it  did  the  "Bank  of 
3anks"  in  I’orth  China,  through  careful  extensions  of 
preferred  credits  ana  the  manipulations  of  its  funds 
and  foreign  exchange,  carried  out  the  Japanese  G0'-ern. 
mont's  nolicios  in  financial  fields  v/ithin  the  area 
dominated  by  the  3ank. 

116.  The  "military"  yon  used  by  the  Japanese  Armv  in 
China  did  not  represent  ar.  obligation  of  the  Government, 
nor  that  of  any  Jannnese  bank.  These  notes  lacked  the 
covorege  of  specie  or  foreign  exchange  reserve,  and  were 
not  convertible  into  tho  free  yen  accounts  with  Japanese 
banks,  :iu:  v;  they  redeemable  in  specie  or  foreign 
excharge.  Japaresi  military  notes  of  tats  character 
were  simply  worthless  fiat  money,  and  tno  v.ss  of  these 
notes  was  on  a-  ".cans  by  which  the  Government  forced 
China  to  tvpoTri  the  Jaoancso  armies  end  the  commercial 
underta';_ or  s  .»<*  tn?  r.rminc  st  :».o  co~'  .  ■  n,ev°r  to  Japan. 
The  "mi  d '.ar/  v-m  ''ore  pel  in  ;c-  ci.t’(ij  KM-r  in  payment 
for  goods  at.-i  .v;  vices  by  the  army  of  c  a  cups,  t  ion  and 
withdraw!'.  <■•?.  3  ..e.!  ^  through  fl  iccl  lf\>  ml  the  sale 
of  goods  mic  ?  :y  loos  by  the  arrj  of  ■. ccr nation. 
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and  so  paved  the  way  towards  Japanese  investments  in 
North  China  ard  greatly  facilitated  the  exploitation 
of  this  territory.  The  original  credit  of  the  bank 
was  established  bv  a  credit  of  100,000,000  yen  from 
the  banking  Syndicate.  This  Japanese  govern¬ 

ment  dominated  bank,  benoiTin'’'  as  it  did  the  "Bank  of 
Bunks"  in  forth  China,  through  careful  extensions  of 
preferred  credits  and  the  manipulations  of  its  funds 
and  foroign  exchange,  carried  out  the  Japanese  G0'-ern- 
mont's  policies  in  financial  fields  v/ithin  the  area 
dominated  by  the  3ank. 

116.  The  "military"  yon  used  by  the  Japanese  Armv  in 
China  did  not  represent  ar.  obligation  of  the  Government, 
nor  that  of  any  Jaor.nese  bank.  These  notes  lacked  the 
coverage  of  specie  ur  foreign  exchaiifc-  reserve,  and  were 
not  convertible  into  the  fres  yen  accounts  with  Japanese 
banks,  nor  wan  they  redeemable  in  specie  or  foreign 
excharge.  Japaresn  military  notes  of  tnis  character 
were  simply  wnrlhloss  fiat  money,  and  tnn  v.se  of  these 
notes  was  oru  xesns  by  which  the  Government  forced 
China  to  tv.porri  tP-i  Japanese  armies  end  the  oonr.ercial 
undorta'r. rf,s  to*  armies  at  no  co?'  w'rvuever  to  Japan. 
The  ":ui  '  .if  yon  *'oro  puf  in  ;c*  c  LcmI  j crc-r  in  payment 
for  goods  er.i  vices  by  the  army  of  occupation  and 
withdrawal  vr. ;  through  fiscal  If". ;>  inf  the  sale 

of  good*  Mic  '.•Minos  by  the  armj  of  ».c  sanation. 
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117.  The  wholesale  uco  of  military  currency  in  denomina¬ 
tions  other  tJ'-'n  yen  was  anticipated  by  Japan  in  planning 


for  the  conquest  of  thrt  southern  regions.  As  early  as 
January  19^1  responsible  officials  with  the  Government 
directed  the  preparation  and  print.irg  of  military 
currencies  in  foreign  denominations.  A  series  of  secret 
communications  by  the  Coternment  departments  during  tho 
year  1941  is  contained  in  IPS  Document  9022.  This  docu¬ 
ment  discloses  that  the  Government  caused  stocks  of 
Military  currency  tc  b  printed  in  denominations  of 
guilders,  pesos  and  dollars  end  that  it  was  intended  to 
use  this  currency  to  defray  uer  expenditures  of  the 
Japanese  forces  in  Dutch  Fast  India,  British  Malay, 
British  Forneo  and  lhailan.d  and  the  Philippines.  I  will 
reed  IPS  Document  Ko.  <1022. 

116.  The  procedure  for  handling  this  special  military 
currency  is  disclosed  in  IPS  Document  9016,  dated  1 
November  1941.  This  document  was  addressed  from  Minister 
oi’  Finance  Okinobu  KAYA  to  the  Bank  of  Japan.  I  will  read 
Document  9016,  That  currency  in  foreign  denominations 
of  guilders,  pesos,  and  dollars  was  actually  printed 
in  execution  cf  the  plr.ns  and  orders  disclosed  in  IPS 
Document  9022  and  TF3  Document  9016  is  disclosed  in.  IPS 
Document  9016  B,  This  latter  doourent  is  a  ledger  of  the 
3ank  of  Japan  showing  entries  of  amounts  of  currencies 
by  kind,  to.-eihe"  with  the  dates  or.  which  such  currencies 
were  received  by  the  Bank  of  Japan  for  handling,  pursuant 
to  the  instructions  contained  in  IPS  Document  9016,  I 
will  road  IPS  Document  9016  B  for  the  purpose  of  showing 
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that  ns  >'  rly  *s  fciajr  lr-  1  cvrr  rcl5S  lr.  >rji»  r  denominations 
for  ~rtlcip  tod  vs  lr  sout!  rr  r  flrrs  s  In  t"  1st  ro. 

11°.  As  fvrt!  r  proof  of  th  •  -1st.  ’•ca  of  Mlitry  r.ot.s 
lr  d^noirir  tiers  of  tuild  rr,  p  sos  nd  del  1  rs  *  hich  tho 
Je^anss  Int.nd  <?  to  use-  tc  d  u'ra.y  ’"r  ■»  ''orsis  in  southern 

rs  I  b  v  sc cvr *d  free,  tin I  inlstry  of  Fin-re*  tho  actual 
cri.r-.v-r's  pi  t  s  j?  rv/'nctrr 'id  h  f0”  t  Dacorbar  n%  1^1,  rvr- 
svirt  t'  tic  ore’  rs  e  ntcirjd  lp  J'3  Tocur  nt  ”0??,  tO{  tl  r 
with  sc:n-  of  t'/.H  ctiv.l  not  os  -rl*t  \  from  then  rl*.t:is 
be  for  i  D  c  trb  r  7,  10/  1 . 

IPO,  In  tho  lit  ,’’  tlon  of  t  rritorl  s  outsid.  tho  limits 
of  Jap  n  roper,  tho  rtevlcj  of  ti  n  'Ttlo'  1  Policy"  comp  ri  s 
vas  used  r  tensivoly  by  th:  J:vnsj  Gov  rrn*nt.  National 
polic'  conr  rias  "ere  cr-  t.d  by  sTv,ol''l  l.p's1  tier,  of  tho 
Japanese  OoviriPvrt  to  cro-tc  business  -"tr'ris.  s  nbro-J  /hen 
it  ‘70S  difficult  cr  in  '  r}tii  art  to  indues  -riv  tc  .-rt  ir^riscs 
nrd  -riv  t--  c.’ lt.nl  to  under  t?.  •  t>  o.rticvlnr  ''ird  of  svstnass, 
or  'hor .  it  »'r.s  dosir  d  to  develop  foroij  r.  territory  A  list 
cf  t'  more  important  r  tionl  policy  com  ni  s  v,bich  the  Jr-or.cs 
Cov  rr-D'ort  ir.iti  lly  st  ’>  ished  sro  d  tof  ether  with  n  short 
description  of  tl  ~>ir  '.ctivitios  folio*  s* 

(1)  Tho  South  ’  archrrl-.p  Cot  rer*'  ^as  a 

Jar nr .  s  j  ccrror  tion  Term  c  for  tho  curposo 
of  u~v:.-lopiri  rail  ny  r.nd  commuric' tion, 
at  -r  t7’ .nsrort  service  motorcar  trr  s^ort 
service,  nir.ir.^  ,  electrical,  industry,  nre- 
hov.sir?,  nano;  ..irent  of  lard  and  such  oth*r 
tv.sii  ss  as  would  bo  arrointad  by  the 
C o' /  irrr.  nr.  Th*  South  Vanchurlnn  Railway, 

Ot  .thor  *'ith  its  subsidl  ry  corr-ri  s,  wr.s 
the.  h  r  e?t  si"  1 :  •■'c  ramie  unit.  in  he.  re  burin . 
lr.a  coronary  wan  forbid  in  rr.d  continued  a 

gradual  d  veloproent  of  r  r.1  eys  and  other  services 
as  a  busir-ss  ent  er  'rise  until  .ftar  1°31  ^han  it 
b  c-.mr  tho  active  Gov  smiir-nt  evo3 oitation 


agency  in  Uanchuria.  Its  eapitnl  v/ as  increased 
nr.ny  tines.  Until  ^rlor  to  the  outbreak  of  the 
war  in  December  1941  its  capital  was  600,000,000 


yen. 

The  Manchurl a  Industry  Development  Comor atlon 
was”  establTshea  "pursuant  to  ar.  economic  agree- 
nent  be  tvroen  the  ’lanchoukuo  Government  and  tho 
Japanese  Government.  VJhilo.  ostensibly  this  w as 
a  Ifanchoukn.o  Government  National  Policy  Company, 
in  reality,  because  of  the  ocononic  understanding 
between  I'anchoukuo  and  Japan,  it  was  truly  a 
national  ooJ.icy  company  of  Japan.  It  was  organized 
pursuant  to  a  Mnnchouhuo  Imperial  Ordinance 
j'o.46o,  promulgated  December  20,  1937.  The  pur¬ 
pose  Oi  this  company  wns  to  expedite  the  develop¬ 
ment  and  establishment  of  heavy  industries  and  to 
control  those  industries  at  tho  direction  of  the 
ilnnchurian  Government.  Those  industries  included 
iron  ana  st  ;a3,  light  metals,  automobile  manufacture, 
nirplanc  manufacture,  the  coal  industry,  together 
with  miring  of  al.1  kinds  and  such  other  industries 
as  tho  Covarnment  irom  time  to  time  authorized  it 
to  promote. 

The  Oriental  Development  Company  was  formed  in 
accordance  with  the  provisions  of  Law  No.  63,  of 
1908,  for  tho  purpose  of  supplying  funds  necessary 
for  the  development  of  undertakings  in  the  pro¬ 
motion  of  tho  Jaoanc.se  interests  in  countries 
outside  Janan  proper.  The  original  caoital  of 
the  comc-ny  was  10,000,000  yon  bu4"  by  1941  it 
had  increased  to  50,000,000  yen. 

%ho  Taiwan  Electric  Power  Company  was  foimed 
Avgust  T”.  1919*,"  Tor  the  purpose  of  developing 
the  eiectric  power  industry  in  Formosa.  In  1940 
its  capitalization  was  77*400.000  yen.  The  company 
concerned  itself,  under  the  direction  of  the 
Japanese  Government,  w ith  the  distribution  of 
electric  rover. 

The  South  Seas  Development  Conran v  was  formed 
tfovenber  27,  1936,  for  the  purpose  of  develop¬ 
ing  the  Couth  Sea  Islands  with  particular  rela¬ 
tion  to  fishing  and  othor  natural  resources. 

Its  original  capitalization  vas  20,000,000  yon. 

The  Taiwan  Development  Connany  was  formed 
pursuant  to  Law"  of  Februury  3*  1936,  for  the 
purpose  of  the  development  of  industrial  enter¬ 
prises  in  Formosa.  Its  original  capitalization 
v/as  30,000,000  yen. 

The  Korea  Forestry  Development  Company  was  formed 
September  1,-1937,  for  the  purpose  of  developing 
the  Lumber  Industries  in  Korea.  Its  original 
capitalization  was  20,000,000  yen. 
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(10) 


(11) 


(12) 


(13) 


(14) 


(15) 


The  Jn.prn  Gold  Product Jen  hntororlse  Company 
was  formed  pursuant  to  lav;,  teotonber"  lT ,  1938, 
for  the  purpose  of  developing  the  production 
of  gold  in  the  dominated  areas  as  v/ell  as 
Japan  proper.  Its  oripinal  capitalization  v:as 
50,000,000  yen. 


The  Nprth  Chin  a  Dev  elormont  Comn any  was  formed 
pursuant  to  L<.v;  BJL,  for  tho 

purpose  of  pi  r '’.o<  1  ;■*  the  econo  Uc  development 
of  i’orth  Chin:,  and  for  controlling  and  co¬ 
ordinating  th'  economics  of  Korth  China.  The 
origin**!  capitalization  of  the  company  was 
350,000,000  yen. 

The,  Central  Chinn  Development  Cor^anv  was  formed 


Development  Coitnany  V  operating  within  tho 
Central  China  area.  The  capitalization  of  the 
Centra]  China  Development  Company  was  100,000,000 
yen. 

The  Koreg  ^Tapreslte  Jpovolqpmcnt  Company  was  formed 
pursuant  to  law.  Suno  3.9,  19*o9 ,  with  a  capitaliza¬ 
tion  cf  15?OCO,0oo  yen,  fjr  the  purpose  of  develop¬ 
ing  magnesite-  mining  and  the  control  and  sale  thereof, 


The  Korea  Rice  T:r  hnn.-ie  Coruunv  vie  s  formed 
November  25,  lJiT,"w£ &  e.  ear  ital  of  5,000,000 
yen  for  tho  purpose  oi  cop crcl ling  tho  rice 
oxc.wnge  in  Korea ,  Deficiency  in  Japan's  rice 
production  is  in  great  part,  made  up  from  Korea's 
excess . 

Tho  Kpre n  .  'll  ring ,  .pc vnlopment  Co:or t.nv  wa s  formed 
purstu.pt  zr-  j  iv  Ivgj:  o  '  ?4  57  with  an  authorized 
capitalize  .jc<:  ,i  10,000,000  yon  Tho  purpose  of 
this  eemnnny  /no  to  control  the  mining  and* sale  of 
all  miner  air  except  magnesite  which  was  already 
controlled  by  tie  Korea  Magnesite  Development 
Company .  This  Company  was  t.he  effective  instru¬ 
ment  hj  which  the  Government  more  rigidly  con¬ 
trolled  the  output  of  mines  in  Korea. 

The  Karafuto  Development  Comranv  was  formed  pur¬ 
suant  to  law,  July  10,  1941,  with  an  authorized 
capital  of  50,000,000  yen.  The  purpose  of  this 
company  was  to  develop  and  control  mining,  forestry, 
and  the  agricultural  development  of  that  territory. 

The,_Imp^rial  Petroleum  Company  was  formed  Septem¬ 
ber  1,  1941,  v/fth  an  authorized  capital  of  100, 
000,000  yen.  Thu  purpose  of  this  company  was  to 
survey  r.nd  develop  oil  fields,  both  in  Japan 
proper  and  in  the  dominated  territories  and  to 
control!  the  purchase  and  the  sale  cf  all  netroleum 
and  oil  products.  This  company  was  the  effective 
Government  instrument  for  the  complete  control  of 
petroleum. 


-  92  - 


PURL:  http://www.legal-tools.org^oc/906fl3/ 


(8) 

(9) 

(10) 

(11) 

(12) 

(13) 

(14) 

(15) 


The  Jnpan  Gold  Production  Lntorcrlso  Company 
was  "formed  pursuant  to  lav/.  Septomoer  "lT,  1938, 
l'or  the  purpose  of  developing  tho  production 
of  gold  In  the  dominated  areas  r.s  v/ell  as 
Japan  proper.  Its  original  capitalization  v:as 
50,000,000  yen. 

The  North  China  Pcvc] or font  Company  was  formed 
pursuant  to  LawKi,  April  3*0,  for  tho 

purpose  of  pic  noti  .'g  the  econo v^c  development 
of  dorth  Chine,  ana  for  control!-!  ng  and  co¬ 
ordinating  th'  economics  of  forth  Chine.  The 
original  ocpitcXizatlor  of  the  company  v/as 
350,000,000  yen. 

[The  Central,  Chtjin  llevojip'wut  Conrqnv  was  formed 
pursuant  to*”  the  law ,*!'overabor  10,”  1938,  to  sc- 
ccra-lish  the  same  on”, osos  ns  the  forth  China 
Development  Company  V  operating  within  tho 
Central  China  area.  The  car itaiization  of  the 
Centra]  China  Development  Company  v/as  100,000,000 
yen. 

The  Koi;e°i  ?&.pneslte  Povolqpncnt  Company  was  formed 
pursuant  to  law*,  Juno  ! 9 ,  1939 »  with  a  caoitaliza- 
ticn  cf  15?OC0,0OG  yen,  for  the  purpose  of  develop¬ 
ing  magriesxtG  mining  and  the  control  and  sale  thereof, 

TT  e__?Cnrea  m.ce  ^-.:rhan^e  Conrcnv  v/as  formed 
November  2s,  1939,  v/fui*  e.  capital  of  5,000,000 
yen  for  the  purpose  of  con  cr-cll  mg  tho  rice 
exchange  in  Korea,  Doficioncy  in  Japan's  rice 
production  is  in  great  part  mado  up  from  Korea's 
excess . 


Th.-?.. J vpron  _f II  r Inti's yn.jornont  Co.r  tnv  wa s  formed 
pursuant  lav  L' ;\j:  c  ?£,  94r57  with  an  authorized 

capitalize '.jc  :  ai  10,000,u00  yan  Tho  purpose  of 
this  company  was  to  control  the  wining  and’ sale  of 
all  mironlr  except  magnesite  which  was  already 
ccntrolled  by  tho  Koroa  Magnesite  Development 
Company.  This  Company  was  the  effective  instru¬ 
ment  by  which  the  Government  more  rigidly  con¬ 
trolled  the  output  of  mines  in  Korea. 

The  "arafuto  Dovolopmont  Company  v/as  formed  pur¬ 
suant  to  law,  July  10,  1941,  with  an  authorized 
capital  of  50,000,000  yen.  The  purpose  of  this 
company  v/as  to  develop  and  control  mining,  forestry, 
and  the  agricultural  development  of  that  territory. 

The  .Imperial  Petroleum  Company  v/as  formed  Septem¬ 
ber  1,  1941,  v/ith" an  authorized  capital  of  100, 
000,000  yen.  Tho  purpose  of  this  comnany  was  to 
survey  and  develop  oil  fields,  both  in  Japan 
proper  and  in  the  dominated  territories  and  to 
control  the  purchase  and  the  sale  of  ail  petroleum 
and  oil  products.  Tnis  company  was  tho  effective 
Government  instrument  for  the  complete  control  of 
petroleum. 
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Ifl.  Japan  la  dspoirtont  or.  forolfT.  «o.  s’ 

...  .. _  irod'iiT  industrial  nrtio*.  H.-i 

livelihood  ro  positior  s  t.  rro 

„u,r  ,  rosouroa*  era  extra,.. ,ly  Halted  and  oho  rust  mror  . 
.bred  about  onoe  third  of  th:  total  ,*  and  nth  or  ^f.ri^ls 
^irod  for  —turing .  AU  nt  th,  r*.  octtor,  -1  and 

crv.ds  rubber  used  in  Japanese  irdustrl-o  -ust  h,  imported,  ohilo 
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1J2.  The  sxi-orts  of  Japan's  Industrie,  have  soldo*, 
btor.  sufficient  to  pay  for  her  imports  s-'copt  In  1*0*. 
lor  to  1018  and  1035.  B.-for,  X^l  the  ."OS.  of  Imports 
vms  paid  for  hy  foreign  borrenlrts  and  by  dapl-tinc  th.i 
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gold  and  foreign  balances  acquired  by  Japan  during 
’Vorld  *7ar  I,  Since  tie  I'anchuriari  Incident,  however, 
Japan  has  not  been  able  to  borrow  abroad.  Even  the 
usual  short  tern  credits  ware  curtailed,  and  it  is 
connon  knowledge  that  Japanese  merchants  had  to  make 
substantial  cash  payments  at  the  tine  of  placing  orders 
abroad.  As  a  consequence  of  expansion  in  the  heavy 
industries  fields,  together  with  capital  investments  in 
. .arichoukuo  and  China,  at  a  time  when  Japan's  balance 
of  trade  was  unfavorable,  enormous  outlays  of  foreign 
exchange  wore  required.  To  make  the  necessary  payments 
for  increased  purchases  of  machinery  and  equipment, 
petroleum,  metals,  metal  products  and  various  other  com¬ 
modities  not  indigenous  of  Jaoan,  but  necessary  to  in¬ 
dustrial  expansion  for  war  materials  production,  the 
problem  of  acquisition  of  sufficient  foreign  exchange 
was  magnified  many  times.  Japan  attempted  to  solve  the 
import  financing  problem  in  the  following  ways : 

(a)  By  consolidating ,  conserving  and  con¬ 
trolling  all  of  the  available  foreign 
exchange  and  restricting  imports  to 
supply  materials  according  to  plan. 

(b)  By  stimulating  exports  to  foreign 
currency  countries. 

(c)  By  increasing  Empire  gold  production. 

123.  The  first  decisive  measure  to  conserve  foreign 
exchange  was  taken  in  the  summer  of  1932  by  enactment  of 
the  Capital  Blight, -Prevention  Law,  a  few  months  after 
Japan  went  off  the  gold  standard  for  the  third  time.  Pur¬ 
suant  to  this  Law  bank  reports  on  foreign  exchange 
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transactions  wore  made  compulsory  to  enforce  tlia  embargo 
on  qold  exports*  The  gold  embargo  or  1931,  unfortunately 
for  Japan,  did  nc*  "revent  gold  exports,  nor  did  tho 
Capital  Flight  Prevention  Low.  As  a  result  of  the 
allov/ed  "old  exports  ir  1932  which  amounted  to  112,000,000 
yon,  the  Forelgp  1  Centre!  T,ht/  of  JSaroh  193^, 

(Law  No.  28),  \;as  enacted.  It  bec.no  the  basis  for  many 
subsequent  regulations  in  royurd  to  the  handling  and 
disposition  of  foreign  exchange*. 

124.  The  Foreign  Exchange  Control  Law,  with  subsequent 
amendments,  authorized  the  Government  to  concentrate  all 


foreign  exchange  transactions  in  the  Bank  of  Japan  and 
other  specified  ban!:.®  and  required  the  compulsory  sale 
to  the  Government  of  exchange  securities  ar.d  currencies. 

It  further  permitted  tho  Government  to  prohibit,  or 
limit,  the  acquisition  and  disposal  cf  securities  and 
debentures  ii  foreign  countries,  the  issue  and  acquisitions 
Ox  letters  of  credit,  tho  granting  of  credits  to  oersens 
abroad,  the  imports  and  exports  of  securities  and  the 
export  of  articles  not  covered  by  permitted  purchases  of 
foreign  exchange.  The  powers  granted  by  this  law  were 
not  completely  invoked  until  January  8,  1937,  when,  al¬ 
though  prior  to  the  Lukouchiao  Incident,  the  import 
excess  was  so  great  that  Jaour  began  actually  to  ship 
gold  in  payment  for  imports.  More  effective  action  had 
to  be  taken  to  prevent  the  non-essential  spending  of 
foreign  exchange  assets.  On  January  8,  1937,  exchange 
settlements  in  payment  of  import 3  amounting  to  morn  than 
30,000  yon  uer  month  were  made  subject  to  licence.  This 
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limit  of  exception  from  license  was  progressively  lowered 
by  new  enforce  ent  ordinal  c?s  to  transactions  of  1,000  yen 
per  month  cn  Jujy  7,  1937  (Ord.mp.nner  ?3)  nr.d  to  100 
yon  per  mor.tn  or.  D^oomb^r  11,  1957  ( Criinanco  !’o.  55)  • 
farther  rest" lotio  n  or:  erecu.r.r  for  pe.r.-.*?3  travelers 
abroad  anc’  i  ?ia‘fcti:an-<  -  *•-,  ci  i  c  itx  .  s  v.cro  irjjoscd. 
125.  The  Amy,  realizing  tb  it  the  success  or  failure 
of  production  pirns  depended  great  measure  upon  the 
careful  baJanci^p  of  imports  and  exports  with  considera¬ 
tion  to  ability  tc  pay,  drafted  its  oolicy  regarding 
foreign  trade  control.  Tni  r  solicy  is  sax.  out  tn  the 
"Resume  of  Policy  relating  tc  Execution  of  nummary  of 


Five-Year  Program  cf  Important  Interssts",  dated  10 
June  1937,  (Fart  II  of  IPS  Document  1522).  I  will  read 
the  following  excerpts  from  fectj.cn  II  of  that  Document 
as  shown  on  pages  5  to  5  inclusive. 

126.  The  outbreak  of  the  GMna  Incident  precipitated 
the  F<  n\ei  g  n . ,  ';'x  a  do  /.  d  fcvytme;  j t  j }.?. w  of  August  1937  which 
empowered  the  Gcvcinent  to  prohibit  or  restrict  imports 
of  certain  commodities  !fter  consultation  with  the  Foreign 
Trade  Council  for  the  purpose  of  adjusting  the  balance 
of  payments  with  any  particular  country  uni  ensuring  the 
supply  of  important  commcd L tics,  'cry  sfcrt.ly  thereafter, 
in  Septerber  1937,  a  now  r.nd  mere  offecoive  lew  was 
passed  whicn  governed  the  import  and  export  of  commodities 
completely.  This  new  law  was  celled  the  J:aw  for  the 
Temper  a  tv  Control  _of  Jnrprts  .rv.  W^cTts.  Its  purpose 
was  to  set  up  an  l -sport  .licensing  system  to  ensure  that 
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inport  transactions  were  directed  towards  the  securing 
of  necesrary  war-uso  commodities.  The  low  also  gave 
v/ide  powers  over  the  distribution  nr.d  consumption  of 
commodities  and  any  articles  made  from  such  commodities. 

Under  regulations,  an  revised  and  extended,  four  classes 
of  commodities  were  defined  in  proportion  to  the  urgency 
of  the  demand  for  them.  Class  A  contained  the  leading 
raw  materials  of  peace  time  industry,  such  as  cotton, 
wool,  jute,  wood  pulp,  wood,  rubber,  hides  and  leather. 

Imports  of  these  commodities  were  subject  to  severe 
curtailment  from  normal  levels  according  to  the  policy 
expressed  by  the  Planning  Board.  Class  B  listed  nearly 
300  articles  of  which  imports  were  generally  entirely 
prohibited.  These  consisted, for  the  most,  part,  of  goods 
which  were  felt  to  be  not  necessary  to  the  Japanese  people 
or  goods  which  could  bo  produced  in  Japan.  Chiefly,  they 
were  toilet  articles,  light  chemicals,  textiles  and 
luxuries,  such  as  beer,  watches,  electric  fans,  vtoolen 
fabrics,  boots  and.  shoes,  etc.  Class  C  embraced  those 
articles  considered  essentia]  for  military  purposes,  the 
exports  of  which  wore  absolutely  prohibited.  This  category 
included  cotton  waste,  gold,  certain  non-ferrous  ores, 
iron  pipes,  special  steel,  antimony,  automobiles  and 
parts,  internal  combustion  engines  and  other  materials  of 
a  like  nature.  Class  D,  which  was  added  in  1938,  placed 
supervision  over  a  specified  number  of  imports  to  be 
given  preferential  position?  for  licensing.  Commodities 
in  this  category  included  platinum,  copper,  load,  tin, 
zinc,  antimony,  brass  and  mercury. 
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127.  The  mac1  incry  used  by  the  Japanese  Government  to 
control  foroj.gr  trade  under  tho  lav/s  above  cited  was  the 
cartel  systom  also  adopted  for  the  control  of  manufacturing 
enterorises .  Cn  August  13,  1937 ,  (Law  No.  74)  there  was 
nassod  The  Lav;  of  the  foreign  Trade  Associations >  This 
law  provided  that  there*  should  be  established  import 

and  export  associations  for  the  handling  of  foreign  trade. 
The  members  of  the  associations  wore  those  engaged  in 
handling  the  same  kinds  of  goods  or  dealing  in  particular 
markets.  Tho  principal  goods  to  bo  handled  bv  each 
association  for  the  particular  market  was  named  by  the* 
competent  Minister.  Only  one  association  was  allowed  in 
each  field.  Therefore,  this  IrtY/  actually  formed  all  foreign 
traders  into  organizations  which  carried  out  the  policies 
of  the  Government  through  tho  operation  of  Government 
imposed  restrictions,  inasmuch  as  the  associations  wore 
charged  with  implementing  tho  Government's  policy.  Under 
tho  same  law  the  various  import  associations  and  export 
associations  wore  formed  into  two  federations,  one  for 
import  and  one  for  expert.  A  third  federation  was  a 
federation  of  the  two  previously  rained.  This  was  known 
as  the  Control  Federation  of  Foreign  Trade  Associations. 

128.  The  results  of  these  urograms,  that  is  to  say, 
the  operation  of  the  Foreign  Exchange  Control  Law 
controlling  the  monies  involved  in  transactions  and  the 

Lav;  for  the  Temporary  Control  of  Imports-Exports  controlling 
commodities,  v/ere  to  a  degree  effective.  Nevertheless, 
it  was  soon  apparent  that  by  limiting  imports  to  war 
potential  goods  Japan  was  unable  to  acquire  sufficient 
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127.  The-  machinery  u.ed  by  the  Japanese  Government  to 
control  foreigr  trade  under  the  laws  above  cited  was  the 
cartel  system  also  adopted  for  the  control  of  manufacturing 
enterprises.  Cn  August  13,  1937,  (I*aw  No.  74)  there  was 
passed  The  Lav/  of  the  Foreign  Trad:;  Associations,  This 
law  provided  that  there  should  be  established  import 

and  export  associations  for  the  handling  of  foreign  trade. 
The  members  of  the  associations  wore  those  engaged  in 
handling  the  same  kinds  of  goods  or  dealing  in  particular 
markets.  The  principal  goods  to  bo  handled  bv  each 
association  for  the  particular  market  was  named  by  the 
competent  Minister.  Only  one  association  was  allowed  in 
each  field.  Therefore,  this  law  actually  formed  all  foreign 
traders  into  organizations  which  carried  out  the  policies 
of  the  Government  through  the  operation  of  Government 
imposed  restrictions,  inasmuch  as  the  associations  wore 
charged  with  implementing  the  Government's  policy.  Under 
the  same  law  the  various  import  associations  and  exnort 
associations  wore  formed  ir.to  two  federations,  one  for 
import  ana  one  for  expert.  A  third  federation  was  a 
federation  of  the  two  previously  named.  This  was  known 
as  the  Control  Federation  of  Foreign  Trade  Associations. 

128.  The  results  of  these  programs,  that  is  to  say, 
the  operation  of  the  Foreign  Exchange  Control  Law 
controlling  the  monies  involved  in  transactions  and  the 

Lav/  for  the  Temporary  Control  of  Import s-Exports  controlling 
commodities,  were  to  n  degree  effective.  Nevertheless, 
it  was  soon  apparent  that  by  limiting  imports  to  war 
potential  goods  Japan  was  unable  to  acquire  sufficient 
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127.  ThG  mac!  in;ry  used  by  the  Japanese  Government  to 

control  foreign  trade  under  the  lav/s  above  cited  was  the 
cartel  system  also  adopted  for  the  control  of  manufacturing 
enterprises.  On  August  13,  1937»  No.  74)  there  v/as 

nassod  The  Law  of  the  /ore Jen  Trad;  Associations.  This 
law  provided  that  there  should  be  established  import 

and  export  associations  for  the  handling  of  foreign  trade. 

The  members  of  the  associations  were  those  engaged  in 
handling  the  same  kinds  of  goods  or  dealing  in  particular 
markets.  The  principal  goods  to  bo  handled  bv  each 
association  for  the  particular  market  was  nam^d  by  the 
competent  Minister.  Only  one  association  v/as  allowed  in 
each  field.  Therefore,  this  lav/  actually  formed  all  foreign 
traders  into  organizations  which  carried  out  the  policies 
of  the  Government  through  the  operation  of  Government 
imposed  restrictions,  inasmuch  as  the  associations  wore 
charged  with  implementing  the  Government's  policy.  Under 
the  same  law  the  various  import  associations  and  export 
associations  v/orc  formed  into  two  federations,  one  for 
import  and  one  for  expert.  A  third  federation  was  a 
federation  of  the  two  previously  named.  This  was  known 
as  the  Control  Federation  of  Foreign  Trade  Associations. 

128.  The  results  of  these  urograms,  that  is  to  say, 
the  operation  of  tho  Foreign  Exchange  Control  Law 
controlling  the  monies  involved  in  transactions  and  the 

Lav/  for  tho  Temporary  Control  of  Imports-Exports  controlling 
commodities,  v/ere  to  a  degree  effective.  Nevertheless, 
it  was  soon  apparent  that  by  limiting  imports  to  war 
potential  goods  Japan  was  unable  to  acquire  sufficient 
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127.  The  mac'  incry  u.;ed  by  the  Japanese  Government  to 
control  foreign  trade  under  the  lav/s  above  cited  was  the 
cartel  system  also  adopted  for  the  control  of  manufacturing 
enterprises.  On  August  13,  1937,  (I-aw  No.  74)  there  was 
nassod  ffiie  Law  of  the  foreign  Trade  Associations.  This 
law  provided  that  there  should  he  established  import 
and  export  associations  for  the  handling  of  foreign  trado. 

The  members  of  the  associations  v,fore  those  engaged  in 
handling  the  same  kinds  of  goods  or  dealing  in  particular 
markets.  The  principal  goods  to  bo  handled  by  each 
association  for  the  particular  market  was  named  by  the 
competent  Minister.  Only  one  association  was  allowed  in 
each  field.  Therefore,  this  lav;  actually  formed  all  foreign 
traders  into  organizations  which  carried  out  the  policies 
of  the  Government  through  the  operation  of  Government 
imposed  restrictions,  inasmuch  as  the  associations  were 
charged  with  implementing  the  Government's  policy.  Under 
the  same  law  the  various  import  associations  and  exnort 
associations  v/erc  formed  into  two  federations,  one  for 
import  and  one  for  expert.  A  third  federation  was  a 
federation  of  the  two  previously  named.  This  was  known 
as  the  Control  Federation  of  Foreign  Trade  Associations. 

128.  The  results  of  these  urograms,  that  is  to  say, 
the  operation  of  the  Foreign  Exchange  Control  Law 
controlling  the  monies  involved  in  transactions  and  the 
Lav;  for  tho  Temporary  Control  of  Import s -Exports  controlling 
commodities,  v;ere  to  a  degree  effective.  Fevertheless , 
it  was  soon  apparent  that  by  limiting  imports  to  war 
potential  goods  Japan  was  unable  to  acquire  sufficient 
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foreign  exchange  to  continue  operatic rs  over  Q  long 

period  of  tine.  It  should  to  borne  in  mind  that  rhile 

imports  of  non-essential  materials,  i.r.,  non-trar 

materials,  were  curtailed,  Japan,  nevertheless,  depended 

upon  the  processing  of  many  of  t!  eso  tutorials  for  her 

oxport  trade  by  which  to  ac-vire  new  and  necessary 

foreign  excl  ang 3.  This  presorted  a  real  dilemma.  Japan 

had  to  stimulate  foreign  exports  and  make  drastic  cur- 

% 

tailnent-s. 

129.  Co  serious  did  th<^  problem  of  acruisition  of 
foreign  exchange  bccor.13  to  the  acnv.isition  of  essential 
materials  that,  when  the  export  trade  fell  off,  the 
Cabinet  called  for  a  severe  curtailment  oi  plans  as 
v/ell  as  severe  restrictions  on  civilian  economy.  A 
notification  from  the  Chief  Secretary  of  the  Cabinet  to 
the  War  Minister,  Seishiro  T/.'AGAKI,  dated  23  Juno  1933, 
(IPS  Document  9018  A) discloses  this  fact  together  with 
decisions  of  the  Cebinet  concerning  this  matter.  I  will 
road  that  Docuiront.  A  second  communication  between  the 
same  official?  on  23  June  1933,  (II’S  Document  9017  A) 
outlines  the  type  cf  revision  doomed  necessary  by  the 
Cabinet  to  achieve  the  national  nier..  I  will  read  that 
Document . 

130,  The  Japanese  Government  attempted  to  solve  this 
import-export  dilemma  by  resorting  to  the  mechanism  of 
linking  purchases  of  foreign  exchange  for  the  imports 
of  certain  raw  materials  to  sales  realized  by  exporting 
the  finished  product  made  from  the  same  materials.  The 
so-called  "link"  system  worked  in  this  fashion.  In  order 
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to  import  cotton,  for  example,  it  was  necessary  to  give 
assurance  that  an  equi’  alent.  amount  of  cotton  textiles 
would  be  exported  v/ithin  a  specified  period.  There  were, 
cf  course,  many  hinds  of  combinations,  or  links,  of 
commodities .  The  import  of  tallow  was  linked  to  the 
export  of  soap 5  bristles  and  ebony  to  hrusnos;  wood  pulp 
to  staple  fibres;  IlanDa  hemp  to  Japanese  stylo  paper; 
carpet  wool  and  hair  to  rugs,  etc.  The  basic  principle 
involved  was  to  keen  exports  moving  to  produce  exchange 
without  cutting  into  foreign  exchange  available  and 
allocated  for  imnort  of  war  materials.  Those  sorts  of 
operations  demanded  limits  ard  curtailment  of  industries 
not  involved  in  such  trans  ctions  as  well  as  a  complete 
control  of  the  whole.  The  "link"  system  first  received 
general  recognition  in  393^  when  it  was  applied  to 
approximately  30^  of  Japan's  total  exnorts.  In  addition 
to  the  "linx"  system,  other  efforts  of  a  more  orthodox 
character  v/ore  made  to  stimulate  foreign  trade  such  as, 
advertising,  market  surveys,  commissions,  etc. 

131.  The  annual  foreign  trade  reoorts  between  1935 
and  1941  show  ever  increasing  export  and  ever  decreasing 
imnort  trad-  between  Japan  and  the  areas  comprised  in 
Korea,  Formosa,  Kwant.ung,  Fanchuria  and  China.  The 
following  table  shovfs  tiie  amounts  and  percentage  of 
this  trade  shift; 
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EXPORTS  OF  JAPAN 
cTooo  Yen  -  JnTt)  .  _ 

Year 

Total  exports 
to  all  Countries 
(including  Korea 

6:  Formosa)  _ 

Exports  to  Korea, 

Formosa.  Xvvantung , 
Manchuria  &  China 

Value  ?f  of  Total 

1935 

3,220,530.3 

1,302,099.3 

40.4 

1936 

3,514,814.7 

1,407,656.5 

42.3 

1937 

4,122,035.7 

3,747,808.3 

42.4 

1938 

3,900,993.7 

2,381,295.0 

61.1 

1939 

5,113,202.3 

3,208,485.5 

64.3 

1940 

4,961,194.S(A' 

3,175,221.7(a) 

63.9(A) 

1941 

2,633,997.7  3) 

1,644, 557. 2(B) 

62.4<B) 

I/,PORTS_OF_ 
7X000  Yon  - 


JAPAN 

JMil 


Year 


Total  Imports  fron 
all  Countries  (in¬ 
cluding  Korea  & 


Imports  from  Korea, 


Formosa 

Value  $T  of 

‘Total 

1935 

3,248,753.7 

1,130,272.4 

34.8 

1936 

3,611,612.1 

1,248,109.0 

34.6 

1937 

4,737,062.0 

1,394,751.0 

27.3 

1938 

3,757,253.1 

1,664,563.1 

44.3 

1939 

4,118,185.6 

1,891,231.4 

45.9 

1940 

4,155,723.9(A) 

1,465, 730. 0(/V) 

35.3(A> 

1941 

2,885,475.3^ 

850,274.1(3) 

29.4(B) 

(A)  Does  not  include  Formosa.  Average  Formosa  Trade  v/as : 

Exports  ¥  300,000,000  annually.  Imports  ¥  400,000,000 
annually. 

(B)  Does  not  include  Formosa  and  Korea.  Average  Korean  Trade 

Exports  ¥  1,100,000,000.  Imports  ¥  700,000,000. 
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Because  of  this  shift  in  foreign  trade  balances,  oxcorts 
to  yon  bloc  areas  were  eliminated  from  tie  "link1  system, 
Tliis  ’.7us  done  because  such  trade  oroducod  no  excess  foreign 
exchange  to  support  purcheses  from  requiring  payment  in 
foreign  exchange.  To  effect  restriction  ol  exports  to 
the  yon  bloc  areas  which  night  otherwise  be  used  to 
acquire  foreign  exchange  fron  other  countries,  Ordinance 
No,_J3  of  September  20,  1939,  was  passed.  This  ordinance 
provided  that  certain  designated  commodities  were  not  to 
be  exported  to  yen  bloc  areas  without  approval  of  the 
export  associations.  The  commodities  included  drugs, 
paper,  glass,  paint,  toys,  and  similar  items.  It  is 
to  be  noted  that  these  items  ware  not  produced  from 
that  class  of  raw  materials  constituting  major  Japanese 
imports.  These  wore  items,  which  when  sold  on  the  open 
market,  produced  the  maximum  of  exchange. 
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GOLD  PRODUCTION 


132.  Tho  cxoss  of  inoorts  over  exports  during  the 
early  months  of  1937  '.’as  126#  greater  than  th<  excess 
for  the  first  six  months  of  1936*  In  order  to  nay  for 
these  imports  the  Bank  of  Japan,  in  March,  1937,  began 
shipping  rold  in  payment  of  goods.  Some  indications 
of  the  innortant  rol-  layod  by  gold  in  tho  financing 
of  Jr.an's  imports  nay  be  gauged  by  the  fact  that  her 
gold  sales  to  the  United  States  Treasury  alone  from 
1937  to  June,  1941,  totalled  ,-580, 000, 000, or  2,160,000,000 
yon,  at  prevailing  m- rkot  rates.  The  necessity  for 
stimulating  the  production  of  gold  bocane  at  once 
apparent.  In  the  Resume  of  Police'  Relating  to  Execution 
of  Summary  of  Five-Year  Program  of  Important  Industries 
(Part  II  of  IPS  Document  1522),  dated  10  June  1937,  the 
Government  further  anticinated  unfavorable  balances  of 
trade.  At  Section  II,  page  6,  of  the  aforementioned 
Resume  the  table  entitled  "Estimates  of  International 
Receipts  and  Payments,  Janan  and  Manchuria  considered 
as  one  Unit  ***"  shows  that  for  the  years  1937  to  1941 
it  was  estimated  there  would  be  an  excess  of  imports 
amounting  to  1,530,000,000  yen.  This  estimate  called 
for  action  on  the  part  of  the  Government  to  do  something 
about  the  gold  supply  in  relation  to  managements  of 
foreign  trade.  On  August  10,  1937,  a  number  of  measures 
pertaining  to  gold  were  oassed  by  the  Diet.  The  most 
important  of  these  measures  v/ere  The  Gold  Reserve  Re- 

Lapp,.  Tho  Gold  Fund  Sp  ■eial  Account  Lav;  and  The 
Gold  Production  Law. 
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GOLD  PRODUCTION 


132.  The  excess  of  imports  over  exports  during  the 
early  months  of  1937  '.'as  126#  greater  than  th<  excess 
for  the  first  six  months  of  1936.  In  order  to  pay  for 
these  imports  thi  Bank  of  Japan,  in  ’’arch,  1937,  began 
shipping  rold  in  payment  of  goods.  Some  indications 
of  the  important  rol--  layed  by  gold  in  the  financing 
of  Jean's  imports  nay  be  gauged  by  the  fact  that  her 
gold  sales  to  the  United  States  Treasury  alone  from 
1937  to  June,  1941,  totalled  .,580, 000, 000, or  2,160,000,000 
yon,  at  prevailing  market  rates.  The  necessity  for 
stimulating  the  production  of  gold  became  at  once 
apparent.  In  the  Resume  of  Policy  Relating  to  Execution 
of  Summary  of  Five-Year  Program  of  Important  Industries 
(Part  II  of  IPS  Document  1522),  dated  10  June  1937,  the 
Government  further  anticinated  unfavorable  balances  of 
trade.  At  Section  II,  page  6,  of  the  aforementioned 
Resume  the  tabic  entitled  "Estimates  of  International 
Receipts  and  Payments,  Janan  and  Manchuria  considered 
as  ore  Unit  ***"  shows  that  for  the  years  1937  to  1941 
it  v/as  estimated  there  would  be  an  excess  of  imports 
amounting  to  1,530,000,000  yen.  This  estimate  called 
for  action  on  the  part  of  the  Government  to  do  something 
about  the  gold  supply  in  relation  to  managements  of 
foreign  trade.  On  August  10,  1937,  a  number  of  measures 
pertaining  to  gold  were  passed  by  the  Diet.  The  most 
important  of  these  measures  were  The  Gold  lie  serve  Re- 
Xillha.t La\/_,  _The  Gold  Fund  Sp  cial  Account  Lav/  and  The 
Gold  Production  Lawf 
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133.  The  Gold  Reserve  Revaluation  Lav;  confirmed  the 
suspension  of  the  obligation  of  the  Bank  of  Japan  to 
convert  bank  not^s  into  fold  coins.  It  also  concentrated 
the  gold  reserves  of  t.V  Bank  of  Chosen  and  the  Bank  of 
Taiwan  with  the  3ank  of  Jnean,  and  ro-valuod  the  total 
gold  stock.  Reduction  in  t» '  geld  content  of  the  yen 
increased  the  face  value  o'-  tie  cc Lai  gold  stock  from 
472,000,000  yen  to  1,219 ,000, COO  yen.  The  Gold  Fund  Special 
Account  Law  established  a  soocial  gold  account  using  the 
gross  profit  of  747,000,000  yen  accruing  to  the  Govern¬ 
ment  by  the  above  mentioned  revaluation  processes  as  its 
basis .  The  purpose  of  this  gold  fund  special  account 

was  to  provide  funcs  with  which  to  purchase  gold  and 
silver  at  hone  and  abroad,  nnr  fro r  which  to  make  dis- 
bur sonants  of  gold  for  special  purposes. 

134.  The  Gold  Production  I, a?/  of  August  10,  1937,  had 
as  its  purpose  the  stimulation  of  gold  mining  and  the 
production  of  gold.  By  its  provisions  the  government 
was  empoYiored  to  order  improvements  and  emersions  of 
min«-3  and  the  mechanisms  for  handling  gold,  to  control 
prices,  to  restrict  consumptior  and  to  grant  subsidies. 
Under  the  La vr  those  persons  engaging  in  the  mining  of 
gold  were  exempted  from  the  payment  of  import  duties 

o-'  machinery  and  other  necessary  equipments  to  increase 
production.  It  also  provided  for  the  establishment  of  a 
national  policy  company  called  the  Japan  Gold  Production 
Enterprise  Company.  This  Company  was  formed  on  Septem¬ 
ber  16,  1938,  for  the  purpose  of  developing  the  production 
of  geld  v/ithin  Japan  and  the  i/mpiro.  One  half  of  the 
original  capitalization  of  50  million  yen  was  provided 
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133.  The  Gold  Reserve  Revaluation  Lav/  confirmed  the 
suspension  of  the  obligation  of  the  Bank  of  Japan  to 
convert  bank  not^s  into  fold  coins.  I*  also  concentrated 
the  fold  reserves  of  the  Bank  of  Chosen  and  tha  Bank  of 
Taiwan  with  the  Bank  of  Japan,  and  re- valued  the  total 
gold  stock.  Reduction  in  t*  e  gold  content  of  the  yen 
increased  the  face  value  o~  ti  e  cc  Lai  gold  stock  from 
472,000,000  yen  to  1 ,219 ,000, COO  yen.  The  Gold  Fund  Special 
Account  Lav/  established  a  special  gold  account  using  the 
gross  profit  of  747,000,000  yen  accruing  to  the  Govern¬ 
ment  by  the  above  mentioned  revaluation  processes  as  its 
basis.  The  purpose  of  this  gold  fund  special  account 

'•'as  to  provide  funos  '7.1th  which  to  purchc.se  gold  and 
silver  at  hone  and  abroad,  an-  fror  which  to  make  dis¬ 
bursements  of  gold  for  special  purposes. 

134.  The  Gold  Production  Lav/  of  August  10,  1937,  had 
as  its  purpose  the  stimulation  of  gold  mining  and  the 
production  of  gold.  By  its  provisions  the  government 
was  empov/^red  to  order  improvements  and  expansions  of 
mini's  and  the  meclrnisms  for  handling  gold,  to  control 
prices,  to  restrict  consumption  and  to  grant  subsidies. 
Under  the  Lav/  those  persons  engaging  in  the  mining  of 
gold  were  exempted  from  the  payment  of  import  duties 

o"  machinery  and  other  necessary  equipments  to  increase 
production.  It  also  provided  for  the  establishment  of  a 
national  policy  co?  pany  called  the  Japcpn  Gold  Production 
Enterprise  Company.  This  Company  was  formed  on  Septem¬ 
ber  16,  1938,  for  the  purpose  of  developing  the  production 
of  geld  v/lthin  Japan  and  the  Empire.  One  half  of  the 
original  capitalization  of  50  million  yen  was  provided 
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by  11  o  government.  The  Company  was  to  bo  exempted  from 
ircome,  profits  and  local  tax^s  for  ter.  years.  iho 
gc  *'ornmer.t  guaranteed  4/  dividend  on  'he  Company's  she  res 
for  a  period  of  five  years,  an  it  was  further  provided 
that  the  Company  was  to  be  compensated  for  any  losses  on 
loans  made  to  private  mining  coneanir  s  up  to  the  limit  of 
11  mi]] ion  von.  This  national  policy  company  took  over 
from  the  Oriental  Development  Company  and  the  Industrial 
Bank  of  Korea,  tho  operation  and  control  of  about  100 
medium  and  small  size  gold  mines  in  K^roa  alone  for 
exploitation  purposes. 

135.  So  important  was  gold,  for  foreign  oxchange,  that 
the  Outline  of  the  Plan  for  the  Expansion  of  Productive 
Power  by  the  Bnnrd  of  Planning  (Part  II  of  IPS  Document 
1522)  scheduled  expansion  in  tie  production  of  gold  from 
51,669  kilograms  in  193?  to  106,53*  kilograms  in  1941. 
Gold  production  was  given  all  possible  encouragement 
by  the  government.  The  Ministry  of  Commerce  and  Irdustry 
alone  paid  tie  following  bounties: 


1937 

1938 

1939 

1940 
19*1 


302,840  Yen 
2,401,105  Yen 
2,488,110  Yen 
*,541,510  Yen 
4,342,500  Yen 


This  was  in  addition  to  other  bounties  provided  for 
mineral  prospecting  generally.  The  gold  purr  ha so 
premium  system  was  adopted  i'  No  'cmbor,  1939  >  thereby 
mine  operators  would  receive  r.  preriun  of  one  yen  per 
gram  for  any  increase  over  tho  rr.lrc  5  s  previous  output 
and  a  premium  of  two  yen  per  gvm  fer  any  increase  over 
\  ouot.a  established  by  the  Ministry  of  Finance. 
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by  the  government.  The  Cor.oanv  was  *o  be  -xemptod  from 
ir  come ,  profits  and  local  tax°s  for  ter.  years*  The 
government  guaranteed  4/  dividend  on  ’he  Cororany’s  shares 
for  a  period  of  five  years,  an  it  was  further  provided 
that  ths  Comrany  was  to  be  compensator!  for  any  losses  on 
loans  made  to  private  mining  conrani' s  up  to  the  limit,  of 
11  mi]] ion  von.  This  national  policy  company  took  over 
from  the  Oriental  Development  Company  and  the  Industrial 
Bank  of  \'o roa,  the  operation  and  control  of  about  100 
medium  end  small  size  gold  nines  in  K^rea  alone  for 
exploitation  purposes. 

135.  So  important  was  gold,  for  foreign  exchange*,  that 
the  Outline  of  the  Plan  for  the  Expansion  of  Productive 
Power  by  the  B0ard  of  Planning  (Part  II  of  IPS  Document 
1522)  scheduled  expansion  in  the  production  of  gold  from 
51,669  kilograms  in  193?  to  106,534  kilograms  in  1941. 
Gold  -reduction  was  given  all  possible  encouragement 
by  the  government.  The  Ministry  of  Commerce  and  Industry 
alone  paid  the  following  bounties: 


1937 

302,840 

Yen 

1938 

2,401,105 

Yen 

1939 

2,488,110 

Yen 

1940 

4,541,510 

Yen 

1941 

4,342,500 

Yen 

This  war.  in  addition  to  other  bounties  provided  for 
mineral  prospecting  generally.  Th«  gold  purchase 
premium  system  was  adopted  i’  November,  1939,  whereby 
mine  operators  would  receive  a  p rerlum  of  one  yen  per 
gram  for  any  increase  over  the  mire's  previous  output 
and  a  premium  of  two  yen  per  gvrn  for  any  increase  over 
a  quota  established  by  the  Ministry  of  Finance. 

x 
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13^.  Pvcry  effort  was  piEdo  by  Japan  oo  acquire  r.ll  the 
gold  bullion,  ornaments,  Jewelry,  etc.,  held  by  individuals 
and  private  institutions.  An  am endrant  1  ’  -h.  - < 
Production  Lav;,  onssed  in  1-iarch,  1939*  -i  >.'\z  1  .;.r- 
compulsory  purchase  of  nil  gold  by  tho  gv.ve:o:  ><uk  ,  This, 
of  course,  had  the  effect  of  throwing  all  gcl^l  ar.d  fold 
articles  in  Japan  into  the  hands  of  tho  government  where 
it  could  be  used  for  tne  very  essential  foreign  exchange. 
Tho  following  table  marked  ’'Gold  Production  in  Japanese 
Empire"  shows  the  gold  production  in  the  Empire  Jaoan 
from  the  years  1925  to  1941.  The  chart  marked  "Geld 
Production  in  Japanese  Empire"  graphically  illustrates 
the  production  table: 


KIlCGRAMS 

(thousand  SH 


50 


40 


30 


GOLD  PRODUCTION  IN 
JAPANESE  EMPIRE . 
1925  -  1941 


PRODUCTION  IN  KOREA 
AND  MANCHURIA 


PRODUCTION  IN 
JAPAN  PROPER 


I 

►! 

♦t  ♦ 

:♦ 

♦w 

♦5  > 

♦!  ♦ 
v  4 

>%  ►: 

& 


1925  76  77  78  79  '3  0  *31  *32  ’33  '34  *35  *36  *37  *38  *39  '40  *41 


SOURCE 


I  I )  MINISTRY  or  COMMERCE  AND  INDUSTRY 
(2)  MINISTRY  OF  FINANCE 
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GOLD  PRODUCT I OH 


II.  J-PAKSCr.  FM^JRSj 
(Xllo  s?'.r.s) 


1P«<?  .  nr 


Year 

Pic  in^t J.  cn 
Io;w  T 

l  r ;  iv 

IncluJii  z  -!■: 

1925 

8/6} 

13,397 

1926 

16,740 

1927 

9,606 

15,705 

1928 

10,390 

15,845 

1929 

10,422 

16,436 

1930 

12,067 

18,740 

1931 

12,275 

21,859 

1932 

12,497 

23,014 

1933 

13,728 

25,888 

1934 

15,146 

28,575 

1935 

18,321 

34,188 

1936 

22,234 

41,017 

1937 

23,010 

47,164 

1938 

24,067 

53,493 

1939 

25,926 

56,384 

1940 

25,583 

51,625 

1941 

25,328 

t 

51,810 

f 

J 
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GOLD  PRODUCTION  II.  J'PArSC!*  1"''c  •  - 

(K.Io  er*.r;s> 


Year 

Pit i’.'-t  - cn 

Nor  10  T  ci  3 

l  r  ;  !,»•< 

IneluJir-e*  i'^rr.As 

1925 

8, *6} 

13,397  1 

1926 

9,099 

16,740 

1927 

9,606 

15,705 

1928 

10,390 

15,845 

1929 

10,422 

16,436 

1930 

12,067 

18,740 

1931 

12,275 

21,859 

1932 

12,497 

23,014 

1933 

13,728 

25,888 

1934 

15,346 

28,575 

1935 

18,321 

34,188 

1936 

22,234 

41,017 

1937 

23,010 

47,164 

193B 

24,067 

53,493 

1939 

25,926 

56,384 

1940 

25,583 

51,625 

1941 

25,328 

51,810 
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GOVBF.NI.rENT  INTERNAL  FINANCIAL  POLICY  -  DIRECT 
AiD  INDIRECT  FINANCING 

137.  Adeaunte  finrrcing  is  as  essential  to  a  program 
of  industrial  development  as  the  securing  of  necessary 
rav/  materials.  The  necessity  for  financing  the  expansion 
of  Industry  to  achieve  notional  self- sufficiency  in  tho 
production  of  war  materials  was  not  overlooked  in  the 
orogranmo.  I  will  reed  the  follov/ing  oxcerpt  from  the 
"Resume  of  Policy  Relating  to  Execution  of  Summary  of 
Five-Year  Program  of  Important  Industries",  dated  10 
June  1937,  (Part  II  of  IPS  Document  1522): 

(a)  Page  3,  commencing  Parngranh  A  to 
Paragraph  D,  inclusive  page  5. 

(b)  Pages  24-26  inclusive  Section  IX. 

138.  An  attempt  v»as  mode  to  estimate  the  amount  of  funds 
necessary  to  construct  the  facilities  to  carry  out  the 
expansion  program  of  important  industries.  This  estimate 
is  set  forth  in  detail  in  Table  No.  3,  appended  to  the 
aforementioned  Resume.  In  brief,  the  Table  classifies 

the  industries  to  be  expanded  in  Japan  and  Manchuria, 
and  shows  the  amount  of  funds  estimated  to  bo  required 
in  each  area  for  the  classified  industries.  The  industries 
included  are,  of  course,  the  same  as  those  which  appear 
in  the  preceding  sections  of  the  Document.  It  is 
anticipated  in  the  Program  that  it  would  be  necessary 
to  exoend  6,092,000,000  yen  in  Japan  and  2,444,000,000 
j on  in  hanchuria.  It  being  apparent  that  it  was  necessary 
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G0VKF.NM3NT  INTERNAL  KIT/ ATJC IAL  POLICY  -  DIRECT 
AJT)  INDIRECT  FINANCING 

137.  Adeaunte  financing  is  as  essential  to  a  program 
of  industrial  development  as  the  securing  of  necessary 
raw  materials.  The  necessity  for  financing  the  expansion 
of  industry  to  achieve  national  self-sufficiency  in  the 
production  of  war  materials  was  not  overlooked  in  the 
orogranmo.  I  v/ill  read  the  following  excerpt  from  the 
"Resume  of  Policy  Relating  to  Execution  of  Summary  of 
Five-Year  Program  of  Important  Industries",  dated  10 
June  1937 1  (Part  II  of  IPS  Document  1522): 

(a)  Page  3,  commencing  Paragraph  A  to 
Paragraph  D,  inclusive  page  5« 

(b)  Pages  24-26  inclusive  Section  IX. 

138.  An  attempt  was  made  to  estimate  the  amount-  of  funds 
necessary  to  construct  the  facilities  to  carry  out  the 
expansion  program  of  important  industries.  This  estimate 
is  set  forth  in  detail  in  Table  No.  3»  appended  to  tbe 
aforementioned  Resume.  In  brief,  the  Table  classifies 

the  industries  to  be  expanded  in  Japan  and  Manchuria, 
and  shows  the  amount  of  funds  estimated  to  bo  required 
ir.  each  area  for  the  classified  industries.  The  industries 
included  are,  of  course,  the  same  as  those  which  appear 
in  the  preceding  sections  of  the  Document.  It  is 
anticipated  in  the  Program  that  it  would  be  necessary 
to  expend  6,092,000,000  yen  in  Japan  and  2,444,000,000 
yon  in  Nanchuria.  It  being  apparent  that  it  was  necessary 
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137.  Adeaunte  financing  is  as  essential  to  a  program 
of  industrial  development  as  the  sccurinp  of  necessary 
raw  materials.  The  necessity  for  financing  the  expansion 
of  industry  to  achieve  national  self-sufficiency  in  the 
production  of  war  materials  was  not  overlooked  in  the 
programme.  I  v/ill  reed  the  follov/ing  excerpt  from  the 
"Resume  of  Policy  Relating  to  Execution  of  Summary  of 
Five-Year  Program  of  Important  Industries",  dated  10 
June  1937?  (Part  II  of  IPS  Document  1522): 

(a)  Page  3i  commencing  Paragraph  A  to 
Paragraph  D,  inclusive  page  5. 

(b)  Pages  24-26  inclusive  Section  IX. 

138.  An  attempt  vtas  made  to  estimate  the  amount  of  funds 
necessary  to  construct  the  facilities  to  carry  out  the 
expansion  program  of  important  industries.  This  estimate 
is  set  forth  in  detail  in  Table  No.  3,  appended  to  the 
aforementioned  Resi’me.  In  brief,  the  Table  classifies 
the  industries  to  bo  expanded  in  Japan  and  Manchuria, 
and  shows  the  amount  of  funds  estimated  to  bo  required 
ir  each  area  for  the  classified  industries.  The  industries 
included  are,  of  course,  the  same  as  those  which  appear 
in  the  preceding  sections  of  the  Document,  It  is 
anticipated  ir  the  Program  that  it  v/oulci  be  necessary 
to  exncnd  6,092,000,000  yen  in  Japan  and  2,444,000,000 
yon  in  hanchuria.  It  being  apparent  that  it  was  necessary 
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for  the  Government  to  pr.rticipato  directly  in  furnishing 
funds  for  tie  finencii  of  industrial  expansion,  1}  j  Tfnr 
Office  estimated  a  schedule  of  over-all  direct  ami  . 
diroct  subsidies  for  industries.  This  schedule  is  i)trr.-; 
as  Ta''le  To.  4  (I)  appended  to  Part  II  of  IPS  Docurcr’; 
1522.  I  will  road  that  tahlo  together  v/ith  Table  Pc. 

4  (II),  likewise  appended  to  the  Document  which  is  an 
estimate  of  subsidies  for  collateral  enterprises  to  show 
tho  extent  of  planned  government  subsidies  for  war  produc¬ 
tion  purposes. 

139.  The  Government  gave  effect  to  this  subsidy  program 
by  providing  for  payment  of  subsidies  in  cortain  cases 
as  a  matter  of  law  herein'  fore  cited,  ’fhile  nearly 
every  Ministry  of  tic  Jipanose  Government  granted  sub¬ 
sidies  for  one  purpose  or  another,  the  records  of  sub¬ 
sidies  paid  are  incomplete,  r airly  accurate  records, 
however,  were  obtained  from  the  Ministry  of  Commerce 
ar.’.1  Industry  covering  the  five  years  immediately  preced¬ 
ing  the  war  which  are  as  follows: 


1937 

10,607,706 

Yen 

1938 

29,726,825 

Yen 

1939 

51,536,684 

Yen 

1940 

92,049,585 

Yen 

1941 

207,353,194 

Yen 

10.  Cno  of  the  favored  means  by  which  the  Japanese 
Government  directly  stimulated  business  in  accordance 
with  national  policy,  v.'heri  it  was  difficult  or  inexpedient 
o  induce  investment  by  private  enterprise,  was  through 
1  h‘J  medium  of  national  policy  companies.  National 
policy  companies  can  be  divided  into  two  typos:  (1) 

Ihose  for  tl  o  purpose  of  effecting  the  exploitation  or 
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d-velornent  of  f ore'i  gn  territories;  (2^  Tr* :■>■' 
for  the  purpose  of  entering  iiito  business  alr*c.et.' v  lu 
dovolop  a  specific  industry  or  industries  general.,  y . 

Tho  first  twe  policy  corpany  was  described  and  liquid 
l ereinbeforo  at  Paragraph  120,  napes  90,  91,  92  &:tu  93 
of  tl  is  statenent.  The  latter  type  of  no t lone  1  oolicj 
co:  vany,  established  for  the  purnoso  of  developing 
specific  industries,  is  listed  and  described  as  follows: 


Tho  Japan  Iron  .'tonufacturlng  Company  was 
formed  under  the  provisions  of  Law  No.  47, 

April  6,  1933,  for  tho  purpose  of  develop¬ 
ing  the  Japanese  iron  manufacturing  industries. 
The  production  of  iron  had  been  very  small 
and  uneconomic,  and  it  was  thought  that  one 
strong  company  for  tho  development  of  iron  and 
steel  manufacturing  enterprises  at  the  direction 
of  the  Government  would  greatly  enhance  the 
productive  capacity  of  Japan.  Since  its 
formation  the  capitalization  has  been  increased 
four  times  from  350,000,000  to  800,000,000  Yen. 

The  Japan  Transportation  Company  was  formed 
pursuant  to  law,  Octooer  1,  1937,  for  the 
purpose  of  developing  the  transportation 
facilities  in  Japan.  It  has  an  original 
capitalization  of  35,000,000  Yen. 

The  Imperial  Fuol  enterprises  Company  was 


Tho  Imperial  Fuel  enterprises  Company  was 
formed'  pursuant  to  "law.  Januar : ~9,  19 3 8 ,  for 
the  purpose  of  developing  artificial  petroleum. 
Original  capitalization  v/as  100,000,000  Yen. 

Tho  Japan  Electric  Power  Company  v/as  formed 
April  1,  19^9  for  tie  purpose  of  effecting  a 
unity  in  the  production  and  distribution  of 
electric  power  within  Japan  proper.  This 
company  was  given  monopolistic  powers  by  lav/ 
under  the  control  of  the  Government.  The 
capitalization  of  the  Japan  Electric  Power 
Company,  however,  was  provided  by  private 
sources. 

The  Japan  Rice  Company  was  formed  July  25, 

1939"i  for  tho  purpose  of  effecting  a  monopoly 
in  the  purchase  end  sale  of  rice.  The  Company 
had  a  capitalization  cf  39,000,000  Yen  and  v/as 
one  of  the  mean"  used  to  control  the  price 
of  foodstuffs,  since  rice  constitutes  the 
major  item  of  the  Japanese  diet. 
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d-vclorment  of  foreign  ;crvl4  o.  ic-s ;  (2'  Th:i  establish'd 
for  thrt  purpose  of  entering  into  business  direct.’.;  lu 
develop  a  specific  industry  or  industries  genr rally. 

Tho  first  twe  policy  corrany  vas  described  and 
hereinbefore  at  Paragraph  120,  pages  90,  91,  92  eat.  $3 
of  ti  ls  statement.  The  latter  type  of  national  policy 
corrany,  established  for  the  purpose  of  developing 
specific  industries,  is  listed  and  described  os  follows: 


(1)  The  Japan  Iron  Manufacturing  Company  was 
fo^mea  under  the  provisions  of  Lav/  No.  47, 

April  6,  1933,  for  tho  purpose  of  develop¬ 
ing  the  Japanese  iron  manufacturing  industries. 
The  production  of  iron  had  been  very  small 

and  uneconomic ,  and  it  was  thought  that  one 
strong  corrany  for  tho  development  of  iron  and 
steel  manufacturing  enterprises  at  the  direction 
of  the  Government  would  greatly  enhance  the 
productive  capacity  of  Japan.  Since  its 
formation  the  capitalization  has  been  increased 
four  times  from  350,000,000  to  800,000,000  Yen. 

(2)  The  Ja^ar.  Trar snortation  Company  was  formed 
pursuant  to  law 7  Ocftooor  1,  19^7,  for  the 
purpose  of  developing  the  transportation 
facilities  in  Japan.  It  has  an  original 
capitalization  of  35,000,000  Yen. 

(3)  The  Imnerial  Fuel  wnterprlsos  Company  was 
formed  pursuant  to  law.  January  19,  1938,  for 
the  purpose  of  developing  artificial  petroleum. 
Original  capitalization  was  100,000,000  Yen. 

(4)  Tho  Japan  Electric  Power  Company  was  formed 
Anril  1 1939  for  the  purpose  of  effecting  a 

unity  in  the  production  and  distribution  of 
electric  power  within  Japan  proper.  This 
company  was  given  monopolistic  powers  by  law 
under  the  control  of  the  Government.  The 
capitalization  of  the  Japan  Electric  Power 
Company,  however,  vas  provided  by  private- 
sources. 

(5)  The  Ja^ar  Rice  Company  was  formed  July  25, 

1939,  for  th^  purpose  of  effecting  a  monopoly 
in  the  purchase  and  sale  of  rice.  The  Company 
had  a  capitalization  of  30,000,000  Yen  and  was 
one  of  the  means  used  to  control  the  price 

of  foodstuffs,  since  rice  constitutes  the 
major  item  of  the  Japanese  diet. 
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(6)  The  In;  rial  :  L  m  De^elonnort  Company  v/as 
Torm^d  pursuant  to*  It/,  August  10,  1^3*9, 
for  t.h  •  purpose  of  developing  the  mining 
Indus* r?  of  Jaoan  and  the  sale  of  the  products 
therofrom.  Its  original  capitalization  was 
30,000.000  Yon,  MU  this  was  increased  later 
tc  90.000,000  Yen.  Ono  of  the  prime  functions 
of  this  Company  was  to  assist  private  enter¬ 
prise  in  developing  thn  natural  resources  of 
the  country  In  accordance  with  the  national 
policy. 

(7)  The-  Japan  Aeronautics  Compan1’  was  formed 
pursuant  to  lav/,  August  31*,'  1939.  It  had 
control  of  all  airplane  travel  both  national 
and  international. 

(8)  The  Imperial  Petroleum  Company  was  formed 
bop tenter L ,  3.941 ,  with  an  authorized 
capital  of  100,000,000  Yon.  The  purpose  of 
this  Company  was  t.o  survey  nr.d  develop  oil 
fields,  both  in  Japan  proper  and  in  the 
dominated  territories,  and  to  control  tie 
purchase  an*  the  sale  of  all  petroleum  and 
oil  products.  This  Company  was  the  effective 
Government  instrument  for  tl  e  complete  con¬ 
trol  of  petroleum. 

(9)  The  Industrial  '..inulpmont  Corpcraticn  was 
orga  iz.d  pursuant  to*  Law  No.  92  of  Novem¬ 
ber  2p,  1941,  for  the  purpose  of  equipping 
wartime  industry  ns  d  iterminod  by  the 
Government.  All  of  the  capitalisation  of 
400,000,000  *Ycn  v/as  furnished  by  the  Govern¬ 
ment.  This  was  the  effective  means  by  which 
the  Govcrn;.ior  t ,  in  its  last  stages  of  pre¬ 
paration  for  war,  utilized  aDl  machinery 
ard  plant  capacities  in  Japan  in  accordance 
with  national  policy. 


Th‘.  distinctive  feature  of  all  national  policy  com^ani-s 
is  that  (a)  they  were  organised  pursuant  to  a  special  law 
for  a  stated  government  purpose;  (b)  in  all  cases  they 
are  managed  and  directed  by  the  go*  ernment;  (c)  in  all 
cases  th:.  companies  have  very  broad  po*7ers  of  action 
within  their  respective  fields  of  endeavor;  (d)  the 
Government  usually  furnished  50%  of  the  capital;  (e)  the 
Government  waives  its  right  to  dividends  when  profits 
are  short;  (f)  the  Government  guarantees  paymert  of  deben¬ 
tures  and  interest  or  loans;  (g)  in  addition  to  special 
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op  rating  privilege's  the  cornfaries  receive  subsidies, 
grants  in  aid,  freedom  from  tax  restrictions,  and  otter 
cpr rating  benefits.  It  is  to  bo  noted  that  of  the  29 
national  policy  cor.par ies  cited  and  described  in  this 
statement  22  of  then  wore  formed  since  1933  for  the 
pur.ose  of  industrial  production  or  control.  Of  theso 
22  comptnies  13  of  them  wore  formed  after  the  Chinn 
Incident  and  -ore  specifically  set  up  for  war  production. 
141.  In  addition  to  the  money  originally  advanced  to 
the  national  policy  cennnnies  in  the  form  of  capital 
the  Government  guaranteed  bonds  as  a  further  financial 
assistance.  The  following  table  indicates  the  ever 
increasing  amounts  of  t)  is  kind  of  obligation  undertaken 
by  the  Japanese  Government: 


1936 

3,000,000 

Yon 

1937 

5,500,000 

Yen 

1938 

211,000,000 

Yen 

1939 

57 5,240,000 

Yen 

1940 

1,762,090,000 

Yon 

1941 

3,317,530,000 

Yen 

1942 

5,695,060,000 

Yen 

The  guarantees  represented  by  the  above  table  do  not  include 
other  types  of  guarantees  such  as  the  principal  and  in¬ 
terest  on  special  debentures  and  the  guarantee  of  dividends 
on  stock,  facts  which  considerably  enlarge  the  scope  of 
the  Government's  financial  obligations.  The  emphasis  v'hich 
the  Government  placed  upon  financing  the  national  policy 
companies  by  debenture  issues  is  shown  in  the  following 
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table,  cc  -11  cl  by  t.  Ii  'ustrl  1  i>;>  of  J  p"!  .  "hie! 

tr*le  t  s  t  o  r  tio  to  trt-1  'Ub 'rtur-  Issues  by  yerr  of 

n  tic>  1  policy  conp-ri  s  rrd  ordinary  cot  p  ni-'s: 

3037  irjf  1930  l<vr>  l<vj 

Spciel  Cct’p?.ny  r\l  *0 .2  ££.9  77. c  72.? 

Dobortur  «s 

Crdlrc.ry  Ccr.p-r.y  71.9  4©.?  33. 1  22. 5  27.2 

Dob.-r  tur  os 

142.  It  Is  not  bl  th  t  's  the  w,'r  prep'r'tlo  s  V^c  mo 
tnorj  nt'r.sv  the  ?.m  vnt  of  ursocurod  corf  ny  dr-b'.rtvros 
iner  -s'!.  Tho  l‘ollowirf  bio,  cormilod  by  thr  Indv.strlr.l 
Ear.!-  of  J  •  n,  she's  tr., *  oircunt  by  yorr  of  tctnl  company 
dob :r.tvr 's  issu- d  •with  s ritv  rd  tottl  conuary  dslvrtures 
issu.-r  ••  thout  security: 


* 

lr37 

193? 

1°39 

1<K0 

1P41 

Company  Dj  :rtur.*s 
issued  with  Sjevrity 
( i .  -c  i  re!  i  np  Or :!  i  n .  ry 
end  N.tionr-1  ?  olicy 
Core  .ni^s) 

4C.2 

af-.l 

) 

CD 

• 

-J 

27.0 

30.2 

Cc;t  *'  ry  Dobc  ntur  s 
Issu  >d  without 

«?C.  8 

,Q 

a. 3 

73.0 

69.8 

S  curity  ULrclrvJ’irr: 

Crdin- ry  ere’  ?  tlc.-el 
Tolley  Coripenies) 

Fevav  r,  by  lr.r  the  groe.t'r  portion  of  unsecured  ccxpnr.y 
debentures  -’cr:*  Issues  of  the  n  ticr.:>l  policy  co.v-'ri ;s  as 
shown  in  tl  -•  follo"-inr  bro^’ down: 
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.  . 

•  • 


1937 

1939 

1939 

1940 

19^1 

Fore ant  of  I.’on- 
Socured  Ccr: any 
Debentures  to 
total  Debenture 

I s  sue  s . 

50.8 

54.9 

61.3 

73.0 

60.8 

rational  Policy 
Company  i’or»- 
Securod  Debentures 

28.1 

48.8 

60.5 

72.5 

69.6 

Ordinary  Company 

I  on-Securod  t  .-'oc.ntur 

22 .7 

r.s 

6.1 

0.3 

0.5 

0.2 

143.  The  throe  tables  cited  atovo 

••hlcn 

shov;  the 

debenture  issu  s  batv'eon  ?937  and  1941  demonstrate: 

(a)  That  from  1937  orrrard  by  far  the  greater 
portion  of  total  debenture  issues  \/ere  by 
national  policy  companies. 

(b)  That  alnost  all  the  rational  policy  company 
debenture  issues  rove  /ithout  security. 

(c)  That  by  guaranteeing  the  principal  and 
interest  cf  debentures  of  national  policy 
companies,  as  provided  by  la'v,  tho  Govern¬ 
ment  became  tho  direct  and  Principal  financier 
for  the  expanding  excretions  of  the  national 
policy  companies  organized  for  increasing 

vrar  production  and  var  production  potential. 


thf:  budget  for  war  and  navy 

344,  A  direct  shewing  of  financial  preparations  for 
war  is  made  in  the  yearly  budget  of  tho  Japanese  Govern¬ 
ment  for  the  War  and  Navy  Ministries  (IPS  Document  9023  A). 
Ordinarily  the  budgets  of  both  Ministries  are  composed  of 
two  accounts,  the  General  Account  and  tho  Special  Account. 
In  1937,  however,  a  third  account  was  set  up  called  ’7a r 
Expenditure  Account,  'ihis  War  Expenditure  Account  was 
set  up  to  carry  tho  direct  war  making  expenditures 
after  tho  China  Incident.  It  is  significant  that  those 
accounts  were  never  closed  but  steadily  increased  in 
amount  between  1937  and  1941  as  did  the  General  Ac¬ 
counts.  I  will  read  tho  following  excerpts  from  IPS 
Document  9023  A: 

a)  Page  1  which  is  the  totals  of  the 
budgets  of  the  Ministry  of  War  for 
the  years  1931  to  1941. 
b)  Page  J.6  which  is  the  totals  of  tho 
budgets  of  the  Ministry  of  Navy  for 
the  years  1931  to  1941. 

145.  Authorization  to  exnerd  money  from  tho  Extra¬ 
ordinary  ’7 ar  Expenditures  Accounts  of  both  the  Army 
and  Navy  was  made  through  the  power  of  Imperial 
sanction  but  actually  was  done  by  the  Ministers  of 
War ,  Navy  and  Finance.  For  instance,  the  document 
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discloses  that  Ministers  of  ’7 ar  ITAGAKI ,  KATA,  and 
TOJO,  together  v/ith  Minister  of  lavy,  SHIMADA  as 
well  as  Minister  of  Finance,  KAYA,  all  authorized 
expenditures  fron  those  accounts.  Pages  2,  3,  4,  17, 

18  and  19  of  IPG  Document  9023  A  is  a  oonpleto  break¬ 
down,  by  dates,  amounts  and  authority  for  expenditures 
from  the  Extraordinary  War  Expenditures  Accounts. 

146.  The  following  tabic  discloses  a  clear  picture 
of  the  total  money  budgeted  for  the  Ministries  of  War 
and  Kavy  in  proportion  to  the  total  of  the  annual  budgets. 


Fiscal  Total  Budget  Total  of  War  and 

Year  Navy  Budgets 


1936 

2,317,724,000 

Yen 

1,075,220,972 

Yen 

1937 

5,520,633,000 

Yen 

4.057,446,139 

Yen 

1938 

8,083,662,000 

Yen 

6,097,755,799 

Yen 

1939 

3,952,463,000 

Yen 

6,417,646,999 

Yen 

1940 

11,033,769,000 

Yen 

6,766,745,902 

Yen 

1941 

19,2^3 ,257,000 

Yen 

15,446,711,931 

Yen 

I 
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discloses  that  Ministers  of  War  ITAGAKI ,  KATA,  and 
TOJO,  together  with  Minister  of  I'avy,  SHIMADA  as 
well  as  Minister  of  Finance,  KAYA,  all  authorized 
expenditures  fror.  those  accounts.  Pages  2,  3,  4,  17, 

18  and  19  of  IPS  Document  9023  A  is  a  oompleto  break¬ 
down,  by  dates,  amounts  and  authority  for  expenditures 
from  the  Extraordinary  War  Expenditures  Acccunts, 

146.  The  following  table  discloses  a  clear  picture 
of  the  total  money  budgeted  for  the  Ministries  of  War 
and  Kavy  in  proportion  to  the  total  of  the  annpal  budgets. 


Fiscal 

Year 

Total  Budget 

Total  of  War  and 

Kavy  Budgets 

1936 

2,317,724,000  Yon 

1,075,220,972  Yen 

1937 

5,520,633,000  Yen 

4.057,446,139  Yen 

1938 

8,083,662,000  Yen 

6,097,755,799  Yen 

1939 

8,952,463,000  Yen 

6,417,646,999  Yen 

1940 

11,033,769,000  Yen 

6,766,745,902  Yen 

1941 

19,253,257,000  Yen 

15,446,711,931  Yen 
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KOfiETARY  FC'I  IOJE2. 

1^7.  Luring  1932  the  yen  was  allowed  to  doprr'  <.van 
norc  rabidly  than  the  oound  sterling  ir  relation  t  g a  1<1 
end  the  United  States  dollar.  "Title  it  is  true  that  during 
193?  end  1934  the  dollar  itself  depreciated  vis-a-vis 
gold,  in  1934  the  dollar  was  stabilized  in  torms  of  gold 
and  the  yen  v/as  stabilized  in  terns  of  the  pound  sterling 
at  Is.  Pd.  From  then  until  August  1939,  the  yen  remained 
pegged  to  the  ncund  sterling. 

148.  Shortly  after  the  demise  cf  II.  TAKAHASKI,  Minister 
of  Finance,  on  February  20,  1936,  Japan  embarked  upon 
a  series  of  financial  programs  emphasizing  state  control 
cf  economy  for  political  purposes.  This  fact  has  been 
demonstrated  ropct.tcdly  in  this  statement.  The  Monetary 
Policies  reflect  the  all-out  war  expansion  program 
with  little  consideration  for  sound  government  financing. 

To  provide  for  the  enormous  budget  outlays  for  war  purposes 
the  government  steadily  increased  its  issue  of  rational  Loan 
Bonds.  The  following  table  shows  the  amounts  of  bond 
issues,  together  with  the  amounts  purchased  and  the  per¬ 
centage  of  purchase  of  the  issue.  In  many  instances 
the  Bank  of  Japan  purchased  those  government  bonds 
directly  and,  through  its  control  of  banks,  forced  the 
banks  and  other  financial  institutions  to  repurchase  them: 


Fiscal 

Year 

Issues 

Bough ts 

Percentage 

1937 

2 , 

,230,000 

,000 

Yon 

1,536,000, 

,000 

Yen 

68.9# 

1938 

4 

>530,000 

,000 

Yen 

4,066,000, 

,000 

Yen 

89.85? 

1939 

5 

,516,000 

,000 

Yon 

4,746,000, 

,000 

Yen 

86.0 % 

1940 

6 

>884,000 

,000 

Yen 

5,693,000, 

,000 

Yen 

82 .7% 

1941 

10 

,191,000, 

,000 

Yen 

8,873,000, 

,000 

Yen 

87.1% 
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The  increased  use  of  tho  Dank  of  Japan  as  an  underv/i  i  tor- 
distributor  of  government  bonds  is  disclosed  in  the  follo*..- 
ing  table  shoring  the  amount  of  holdings  of  go\ cr.^  nt  b^nds 
by  the  Bank  of  Jt.oan. 


1936 

487,000,000  Yon 

1937 

1,094,000,000  Yen 

1933 

1,635,000,000  Yen 

1939 

2,207,000,000  Yon 

1940 

3,633,000,000  Yen 

1941 

5,409,000,000  Yen 

149.  The  Government  twice  increased  the  tax  free  note 
issue  limit  of  the  Bank  of  Japan,  the  Bank  of  Chosen  and 
the  Bank  of  Taiwan  brtv/e,3n  1936  and  1941  in  order  to  con¬ 
tinue  the  easy  money  regime.  The  following  table  indicates 
the  increased  amount  of  notes  Issued  by  the  Banks  of  Issue 
between  1936  and  1941: 


End  of 

the  Bank  of 

Bank  of 

Bank  of 

Year 

Chosen 

1936 

211,000,000 

Yen 

79,000,000 

Yen 

1,865,000,000  Yen 

1937 

280,000,000 

Yen 

112,000,000 

Yen 

2,305,000,000  Yen 

1938 

322,000,000 

Yon 

140,000,000 

Yen 

2,755,000,000  Yen 

1939 

444,000,000 

Yen 

171,000,000 

Yen 

3,679,000,000  Yen 

1940 

581,000,000 

Yen 

200,000,000 

Yen 

4,777,000,000  Yen 

1941 

742,000,000 

Yen 

253,000,000 

Yen 

5,979,000,000  Yen 

Despite  these  ir.crerses  note  circulation  kept  above  the 
tax  froo  limit,  consequently,  effective  April  1,  1941, 
there  was  passed  the  Lav  Concerning  .Extra ordinary  Exceptions 
from  Aoplicaticr  of  Convertible  Bank  ITote  Law.  This  Law 
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The  increased  use  of  the  Bank  of  Japan  ns  an  underwi iter- 
distributor  of  government  bonds  is  disclosed  in  the  folio*.".  - 
lng  table  shoving  the  amount  of  holdings  of  go>  cr.v  nt  b^nds 
by  the  Bank  of  Japan. 


1936 

487,000,000 

Yen 

1937 

1,094,000,000 

Yen 

1938 

1,635,000,000 

Yen 

1939 

2,207,000,000 

Yon 

1940 

3,633,000,000 

Yen 

1941 

5,409,000,000 

Yen 

149.  The  Government  twice  increased  the  tax  free  note 
issue  limit  of  the  Bank  of  Japan,  the  Bank  of  Chosen  and 
the  Bank  of  Taiwan  between  1936  and  1941  in  order  to  con¬ 
tinue  the  easy  money  regime.  The  following  table  indicates 
the  increased  amount  of  notes  issued  by  the  Banks  of  Issue 
between  1936  and  1941: 


End  of 
Year 

the  Bank  of 

Chosen 

3ank  of 
Taiwan 

Bank  of 
Japan 

1936 

211,000,000 

Yen 

79 ,000,000 

Yen 

1,865,000,000- 

Yen 

1937 

280,000,000 

Yen 

112,000,000 

Yen 

2,305,000,000 

Yen 

1938 

322,000,000 

Yon 

140,000,000 

Yen 

2,755,000,000 

Yen 

1939 

444,000,000 

Yon 

171,000,000 

Yen 

3,679,000,000 

Yen 

1940 

581,000,000 

Yon 

200,000,000 

Yen 

4,777,000,000 

Yen 

1941 

742,000,000 

Yen 

253,000,000 

Yen 

5,979,000,000 

Yen 

Despite  these  increases  note  circulation  kept  above  the 
tax  free  limit,  consequently,  effective  April  1,  1941, 
there  was  passed  the  Law  Concerning  Extraordinary  Exceptions 
from  Anplicaticr  of  Convertible  Bank  Tote  Law.  This  Law 
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The  increased  use  of  the  Dank  of  Japan  as  an  underm iter- 
distributor  of  government  bonds  is  disclosed  in  tho  follow¬ 
ing  table  shoring  the  amount  of  holdings  of  go'cr.’^-nt  bends 
by  the  Bonk  of  Japan. 


1936 

487,000,000 

Yen 

1937 

1,094,000,000 

Yen 

1938 

1,635,000,000 

Yen 

1939 

2,207,000,000 

Yon 

1940 

3,633,000,000 

Yen 

1941 

5,409,000,000 

Yen 

149.  The  Government  t*.7ice  increased  the  tax  free  note 
issue  limit  of  the  3ank  of  Japan,  the  Bank  of  Chosen  and 
the  Bank  of  Taiwan  brt7/e?n  1936  and  1941  in  order  to  con¬ 
tinue  the  easy  money  regime.  The  following  table  indicates 
the  increased  amount  of  notes  issued  by  ths  Banks  of  Issue 
between  1936  and  1941: 

fend  of' the  Bank  of  Bank  of  Bank  of 

_ Year _ Chosen _ Taiwan _ Japan _ 

1936  211,000,000  Yen  79,000,000  Yen  1,865,000,000’ Yen 

1937  280,000,000  Yen  112,000,000  Yen  2,305,000,000  Yen 

1938  322,000,000  Yen  140,000,000  Yen  2,755,000,000  Yen 

1939  444,000,000  Yon  171,000,000  Yen  3,679,000,000  Yen 

1940  581,000,000  Yon  200,000,000  Yen  4,777,000,000  Yen 

1941  742,000,000  Yen  253,000,000  Yen  5,979,000,000  Yen 

Despite  these-  increases  note  circulation  kept  above  the 
tax  free  limit,  consequently,  effective  April  1,  1941, 
there  was  passed  the  Lav/  Concerning  Extraordinary  Exceptions 
£L°1L  A2E.11-Ca.ticr  0f  Convertible  Bank  Tote  Law.  This  Law 
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suspended  the  provisions  which  govorned  t) e  monetary 
reserve  of  the  Brrk  of  Jauan,  Dank  of  Chcson  and  Dank 
of  Taiwan  end  dissolved  the  distinction  between  specie 
reserve  (gold  and  silver)  and  fiduciary  reserve  (commercial 
paper  and  government  herds)*  The  Ministry  of  Finance 
was  authorized  to  fix  the  maximum  amount  of  tax  free 
note  issues.  These  provisions,  together  with  other  laws, 
had  the  effoct  of  giving  a  completely  artificial  value 
to  the  yen. 

150.  Tho  "Resume  cf  Policy  Relating  to  Execution  of 
Summary  of  Five-Year  Program  of  Important  Industries" 

(Part  II  of  IPS  Document  1522),  provides  in  its  elan  for 
accelerating  the  ircroase  of  fresh  savings  of  money,  at 
page  4,  the  following  program: 

"  (a)  To  open  a  national  movement  for  practicing 
economy  of  consumption  and  thrift  and  sav¬ 
ing. 

"  (b)  To  lov/er  the  minimum  limit  of  postal 
savings  (from  10  sen  to  5  son). 

"(c)  To  start  housc-to-hcuso  collection 

system  of  postal  savings  (similar  to 
post  office  insurance)." 

To  put  this  plan  into  action  the  government  sot  up 
many  National  Savings  Encouragement  campaigns,  even 
providing  in  1937  a  National  Savings  Encouragement 
Bureau,  the  function  of  which  was  in.  general  to  promote 
savings  habits  by  advertising  and  through  posters, 
movies,  and  radio  propaganda,  particularly  to  attract 
s  all  sa”ings  to  Postal  Savings  Offices.  The  effective¬ 
ness  of  the  savings  programs  is  demonstrated  to  a  degree 
in  tho  following  table  which  shows  the  amounts  of  bank 
deposits  made  during  the  years  1937  to  1941: 
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_ _ _ PA':K  DKPCSr^. _ _ _ 

End  of  tho  Year  ^anf's* _ Lencsfts 

(Arrii  1930)  Special'  Band's  Ordinary  Banks 


SavTr.gs 

Banks 


1937 

1,277,000, 

,000 

Yen 

12 

,352,000,000 

Yen 

2,117,000,000 

Yen 

1938 

1,473,000, 

,000 

Yon 

15 

,073,000,000 

Yon 

5,571,000,000 

Yen 

1939 

1,935,000, 

,000 

Yen 

19 

,794,000,000 

Yon 

3,363,000,000 

Yen 

1940 

2,348,000, 

,000 

Yen 

24 

,389,000,000 

Yen 

4,453,000,000 

Yen 

1941 

2,853,000, 

,000 

Yer. 

29 

,406,000,000 

Yen 

5,542,000,000 

Yen 

In  this  connection,  the  Postal  Savings  Bank  offices  sold  to  tho 
public  special  government  bonds  in  small  denominations .  Those 


wore  3.5  P?r  cent,  7-yeur  Reconstruction  Savings  Certificates 
and  Capital  Savings  Certificates  with  a  face  value  of  100  yen. 
In  Nay  19*0,  further  stops  /ere  taken  to  absorb  surplus  sayings 
by  the  sale  of  "baby"  bonds  or  "patriotic"  bonds.  This  sort 
of  bond  was  in  denominations  of  5  and  10  yen  and  had  a  maturity 
value  of  10  years  but  carried  no  interest.  The  aopeal  to 
purchase  this  sort  of  bond  was  the  offeriDg  of  nrizes  aftor 


the  fashion  of 

Postal  Savings  1 

is  disclosod  in 

a  public  lottory.  The  amount  of  increase  of 

by  the  impetus  of  this  sort  of  encouragement 

the  following  table  of  Postal  Savings  Accounts: 

.  ..  POSTAL  SAVINGS 

Year  Ending 
March  31 

Numb or  of 
Accounts 

Amount  or 

Deposit 

1934 

37,703,287 

Yen 

1935 

$*,&**&* 

1936 

41 ,360  >3** 

3  ,094 ,985^79*  Tto* 

1937 

43,919,099 

3.331.015,73  s-  Vto 

1938 

48,394,680 

3*720*ai&»082  Yen 

1939 

66,970,295 

4,535*010,491  Yen 

1940 

77,265,192 

5,900,012468l  Yen 

1941 

86,556,723 

7,599,080,432  Yon 

1942 

99,760,577 

9,571,935,849  Yen 

Accounts  f<Tr  Okinawa  are'  included  in  figures  above. 
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ITna'ltf'TKrYcKr - ^Kl:s_  'I _ Xiencsjjts  Savin?? 

(Anril  1930)  Spue xa'i*  Buries  Ordinary  !3anxs  Banks 


1937 

1,277,000,000 

Yen 

12 

,352,000 

,000 

Yen 

2,117,000,000 

Yen 

1938 

1,473,000,000 

Yon 

15 

,073,000 

,000 

Yon 

5,571,000,000 

Yen 

1939 

1,935,000,000 

Yen 

19 

,794,000 

,000 

Yon 

3,363,000,000 

Yon 

1940 

2,348,000,000 

Yen 

24 

,389,000 

,000 

Yen 

4,453,000,000 

Yen 

1941 

2,853,000,000 

Yor. 

29 

,406,000 

,000 

Yen 

5,542,000,000 

Yen 

In  this  connection,  the  Postal  Savings  Bank  offices  sold  to  tho 
public  special  government  bonds  in  snail  denominations «  Those 
wore  3*5  por  cent,  7-yoar  Reconstruction  Savings  Certificates 
and  Capital  Savings  Certificates  with  a  faco  value  of  100  yen. 
In  Ifey  19^0,  further  stops  were  taken  to  absorb  surplus  savings 
by  the  sale  of  "baby"  bonds  or  "patriotic"  bonds-  This  sort 
of  bond  was  in  denominationsof  5  ana  10  yen  and  had  a  maturity 
value  of  10  years  but  carried  no  interest.  The  appeal  to 
purchaso  this  sort  of  bond  was  the  offering  nrizes  after 
the  fashion  of  a  public  lottery.  The  amount  of  increase  of 
Postal  Savings  by  the  impetus  of  this  sort  of  encouragement 
is  disclosod  in  the  following  table  of  Postal  Savings  Accounts: 


Year  Ending 


POSTAL  SAVINGS 
Turnonr  of 


"SSht ST' 


1934 

37,703,287 

1935 

3Eht 

1936 

41,360,34} 

1937 

43,919,099 

3.331*015,?3S>  ’fan 

1938 

48,394,680 

3«-720,8aS,082  Yen 

1939 

66,970,295 

4,535,010,491  Yen 

1940 

77, 265,192 

5,900,012,681  Yen 

1941 

86,556,723 

7,599,080,432  Yen 

1942 

99,760,577 

9,571,935,849  Yen 

Accounts  for  Okinawa  are  included  in  figures  above. 
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,  As  .  furl'  r  Inducement  to  public  savings,  the  _ Natiopa j 
o!-vl:u's  Association  Law  was  passed  on  the  12th  cl  'arch  1^41, 

It  was  promulgated  by  Imperial  Ordinance  under  the  provisions  of 
the  rational  General  Mobilisation  Law,  The  purpose  of  this  Law 
was  to  provide  for  the  establishment  of  organizations  known  as 
"Savings  Associations".  These  Associations  were  established  in 
local  eonnunities,  in  cities,  and  within  other  associations  and 
group  organizations  for  the  purpose  of  encouraging  the  people  to 
deposit  thrift  accounts.  These  Associations  in  turn,  bought  ud 
national  bonds  with  their  assets.  Psychologically  and  practically 
thesa  organizations  •vere  very  effective  implements  for  the 
rational  policy. 

152.  ”'ithin  the  Government  wa3  a  special  Bureau  known  as  the 
Deposit  Funds  Management  Bureau.  The  purpose  of  this  Bureau, 
an  old-line  government  agency,  was  to  administer  the  surplus 
funds  of  special  government  accounts,  Postal  Savings,  the  pro¬ 
ceeds  cf  the  sale  of  Beccn3tructicn  Savings,  Savings  Certificates, 
Patriotic  Bonds,  Special  Deposits  of  Local  Government  Agencies, 
Public  Bodies,  and  Private  Irstitutions.  This  Bureau  had 
complete  control  over  allocation  and  use  of  the  assets  de¬ 
posited  with  it.  One  might  describe  it  as  a  "trust  bank"  under 
tho  control  and  direction  of  the  government.  The  investment  cf 
funds,  however,  was  limited  to  the  following: 

(a)  Government  bends,  corporate  debentures  guaranteed 
by  the  government  and  loans  to  government  accounts; 

(b)  Foreign  government  bonds  and  yen  debentures  issued 
by  foreign  corporations  under  foreign  government 
guarantees ; 

(c)  Debentures  issued  by  and  loans  to  public  bodies  and 
the  financing  of  emergency  needs  necessitated  by 
national  disaster; 
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further  inducement  to  public  savings ,  tho  .  national 
h>tvl:ipr  Association  Lav?  was  passed  on  the  12th  of  arch  1941, 

It  was  promulgated  by  Imperial  Ordinance  under  the  provisions  of 
the  rational  General  Mobilization  Law,  The  purpose  of  this  Law 
was  to  provide  for  the  establishment  of  organizations  known  ns 
"Savings  Associations".  These  Associations  were  established  in 
loc-1  communities,  in  cities,  and  within  other  associations  and 
group  organizations  for  the  purpose  of  encouraging  the  people  to 
deposit  thrift  accounts.  These  Associations  in  turn,  bought  up 
national  bonds  with  their  assets.  Psychologically  and  practically 
thesa  organizations  wore  very  effective  implements  for  tho 
rational  policy. 

152.  "'ithin  tho  Government  was  a  special  Bureau  known  as  the 
Deposit  Funds  'laragcmor.t  Bureau.  The  purpose  of  this  Bureau, 
an  old-lino  government  agency,  was  to  administer  the  surplus 
funds  of  special  government  accounts,  Postal  Savings,  the  pro¬ 
ceeds  cf  the  sale  of  Reconstruction  Savings,  Savings  Certificates, 
Patriotic  Bonds,  Special  Deposits  of  Local  Government  Agencies, 
Public  Bodies,  and  Private  Irstitutions.  This  Bureau  had 
complete  control  over  allocation  and  use  of  the  assets  de¬ 
posited  with  it.  Ona  night  describe  it  as  a  "trust  bank"  under 
tho  control  and  direction  of  the  government.  Tho  investment  of 
funds,  hov/ever,  was  limited  to  the  following: 

(e.)  Government  bonds,  corpoute  debentures  guaranteed 
by  the  government  and  loans  to  government  accounts; 

(b)  Foreign  government  bonds  and  yen  debentures  issued 
by  foreign  corporations  under  foreign  government 
guarantees ; 

(c)  Debentures  issued  by  and  loans  to  public  bodies  and 
the  financing  of  emergency  needs  necessitated  by 
national  disaster; 


-  121  - 


PURL:  http://www.legal-tools.org/doc/906fl3/ 


1 


I 

(d)  Debentures  issued  by  corporations  organized  under 
special  lavs; 

(e)  Loans  to  banks  organized  under  special  laws; 

(f)  Donosits  vrith  the  Bank  of  Japan  to  be  held  abroad 
for  purposes  designated  by  the  government. 

By  the  middle  of  1941,  64  per  cent  of  the  assets  of  the  Deposit 
Funds  Management  Bureau  were  in  government  bends,  14  nor  cent 
ir  bank  and  corporate  debentures,  while  11.5  per  cent  was 
invested  in  prefoctural  and  municipal  bonds  and  8  per  cent  in 
special  banks  and  companies*  The  percentage  of  government 
bends  held  would  sevn  to  be  inordinately  large  when  one 
considers  the  origin  of  the  funds  and  the  purpose  of  the 
Bureau.  Again,  tie  fact,  is  clearly  demonstrated  that  the 
Government  vigorously  pushed  the  rale  of  national  bonds  as  a 
method  cf  accusing  licuid  funds. 

153*  In  eornecticn  with  tho  adjustment  of  capital  investment 
to  national  policy,  a  program  is  set  out  in  the  "Resume  of 
Policy  Relating  to  Execution  of  Summary  of  Five-Year  Program 
of  Important  Industries",  (Part  II  of  IPS  Document  1522),  at 
page  4  as  follows: 

"(3)  Measures  for  adjusting  investment  of  capital. 

"  (a)  Tc  suppress  fresh  investment  in  non¬ 
urgent  and  non-essontial  enterprises; 

"(b)  To  have  tho  Bank  of  Japan  supervise 
and  guide  tho  employment  of  capital 
by  the  various  banking  organs; 

i  "(c)  To  restrain  double  investment." 
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(d)  Debentures  issued  by  cerporati  ins  organized  under 
sercial  laws; 

(e)  Loans  to  banks  organized  lUidor  special  lavs; 

(f)  Deposits  with  the  Bank  of  Japan  to  be  held  abroad 
for  purposes  designated  by  the  government. 

By  the  middle  of  1941,  64  per  cent  of  the  assets  of  the  Deposit 
Funds  Mr.nager.ont  Bureau  v/ero  in  government  bends,  14  eer  cent 
ir  bank  and  corporate  debentures,  while  11.5  per  cent  wrs 
invested  in  prefecture!  and  municipal  bends  and  8  per  cent  in 
special  banks  and  comoanies.  The  percentage  of  government 
bends  held  would  seem  to  be  inordinately  large  vhen  one 
considers  the  origin  of  the  funds  and  the  purpose  of  the 
Bureau.  Again,  the  fact  is  clearly  demonstrated  that  the 
Government  vigorously  pushed  the  sale  of  national  bonds  as  a 
method  of  acouiT>ing  licuid  funds. 

153 •  In  connection  vith  the  adjustment  of  capital  investment 
to  national  policy,  a  program  is  set  out  in  the  "Resume  of 
Policy  Relating  to  Exocutior  of  Summary  of  Five-Year  Program 
of  Important  Industries",  (Part  II  of  IPS  Document  1522),  at 
page  4  as  follows: 

"(3)  Measures  for  adjusting  investment  of  capital. 

"  (a)  Tc  suppress  fresh  investment  in  non¬ 
urgent  and  non-essential  enterprises; 

"(b)  To  have  the  Bank  of  Japan  supervise 
and  guide  the  employment  of  capital 
by  the  various  banking  organs; 

(  "(c)  To  restrain  double  investment." 
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The  execution  of  this  no] icy  Is  reflected  in  the  Temporary 
Fund  Ad.lystnont  L-\w  passed  on  September  10,  1937*  This  Law 
had  as  its  purpose  the  rdjustnent  of  use  of  funds  irithin 
the  country  with  a  view  to  equi-ba] arcing  the  demand  and 
supply  of  commodities  and  funds. 

154.  The  Tenporary  Fund  Adjustment  Lav;  centralized  com¬ 
plete  authority  over  the  nation's  financial  structure  in 
the  flank  of  Jacan.  Under  this  lav/  the  follov/ing  operations 
of  all  banks  were  strictly  regulated; 

(1)  Control  of  bark  credit  for  lone  term  in¬ 
dustrial  financing; 

(2)  Capital  increases  ar.d  bond  issues  by  companies 
engaged  in  important  industries,  and 

(3)  All  financial  operations  and  programs  by  bank¬ 
ing  institutions  and  industrial  enterprises. 

The  appDicatlcn  of  the  lav/  v/as  entrusted  to  the  Minister  of 
Finance  v/ho  acted  uoon  consultation  with  a  Temporary  Fund 
Adjustment  Commission  consisting  cf  officers  of  the  Ministry 
of  Finance,  the  Dank  of  Japan,  and  the  Industrial  Dank  of 
Japan.  ’Vhcn  financing  expansion  of  industrial  facilities, 
financial  institutions  wer*1  required  to  obtain  permission 
from  the  Ministry  of  Finance.  The  principle  according  to 
which  such  permission  was  piven  v/as  based  on  the  division 
of  industries  into  three  groups,  according  to  the  degree 
of  their  participation  in  such  activities  as  armament 
production,  export  trade,  and  strategic  industrial  expan¬ 
sion.  Class  A  included  industries  directly  engaged  in 
these  lines  and  was  further  divided  into  two  groups,  A  (a) 
and  A  (b),  according  to  the  importance  of  the  industries. 
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Loans  to  A  (a)  industries  uj  to  3>000»OCO  yon  and  loans 
to  A  (b)  industries  up  to  1,000,000  yer.  could  bo  nade 
UTK'n  consultation  with  the  Burk  oi  Jarar.,  and  permission 
for  loans  In  oxcoss  of  these  amounts  v;ere  freely  granted 
by  the  Minister  of  Finance.  The  industries  in  Class  B, 
to  which  loans  could  bo  r.nde  only  under  special  circumstances, 
wore  divided  into  throe  groups,  B  (a),  B  (b)  and  3  (c), 
again  according  to  the  importance  of  the  industries •  Loans 
under  J3  (a),  up  to  300,000  yon  could  be  granted  upon  con¬ 
sultation  with  the  Ban’.c  of  Japan,  and  loans  in  excess 
of  thi3  amount  wore  freely  nermitted;  authorization  for 
loans  to  B  (b)  in  excess  of  30,000  yen  was  granted  only 
under  special  circumstances;  and  loons  to  B  (c)  in  excess 
of  30,000  yen  were  generally  prohibited.  Class  C  was  nade 
uo  of  industries  with  excess  capacity  or  of  those  industries 
producing  unessential  goods.  Loans  to  these  industries  in 
excess  of  30,000  yon  were  forbidden.  This  law  had  the 
effect  of  rigidly  controlling  expansion  of  industries  by 
the  Government  in  accordance  with  the  national  policy  and 
directing  the  flow  of  such  capital  into  preferred  industries. 
The  following  table  marked  "Gross  Value  Added  by  Manufactur¬ 
ing  in  Heavy  and  Light  Industries  1931-1941"  very  plainly 
shows  the  direction  cf  the  controlled  flow  of  capital. 

This  table  is  graphically  illustrated  in  the  appended 

chart  narked  "Expansion  of  Industry  in  Japan  Proper,  1931-1941" 
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Loans  to  A  (a)  industries  uj  to  3»000»000  yon  and  loans 
to  A  (b)  industries*  up  to  1,000,000  yen  could  bo  made 
unen  consultation  with  the  Bark  oi‘  Jaoan,  and  permission 
for  loans  in  excess  of  these  amounts  were  freely  granted 
by  the  Minister  of  Finance.  The  industries  in  Class  3, 
to  which  loans  could  be  r /’.do  only  under  special  circumstances, 
wore  divided  into  three  groups,  B  (a),  B  (b)  and  B  (c), 
again  according  to  the  importance  of  the  industries.  Leans 
under  fl  (a),  up  to  300,000  yor  could  be  granted  unor  con¬ 
sultation  with  tve  Ban'.:  of  Japan,  and  loans  in  excess 
of  this  amount  v/ere  freely  nermitted;  authorization  for 
loans  to  B  (b)  in  excess  of  30,000  yen  was  granted  only 
under  special  circumstances ;  and  loans  to  B  (c)  in  excess 
of  30,000  yen  were  generally  prohibited.  Class  C  was  made 
un  of  industries  with  excess  crpacity  or  of  these  industries 
producing  unessential  goods.  Loans  to  these  industries  in 
excess  of  30,000  yon  were  forbidden.  This  lav:  had  the 
effect  of  rigidly  controlling  expansion  of  industries  by 
the  Government  in  accordance  with  the  national  policy  and 
directing  the  flow  of  such  capital  into  preferred  industries. 
The  follovring  table  marked  "Gross  Value  Added  by  Manufactur¬ 
ing  in  Heavy  and  Light  Industries  1931-1941"  very  plainly 
shows  the  direction  cf  the  controlled  flow  of  capital. 

This  table  is  graphically  illustrated  in  the  appended 

chart  narked  "Expansion  of  Industry  in  Japan  Proper,  1931-1941" 
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TABLE 


GROSS  VALUE  ADDED  BY  ’IAUUFAC  TURING  ,  , 
IN  HEAVY  ANL  LIGHT  ITJMSTRir.S,  1931  -  1941  3/ 

2J 


Current  Prices 

1931  Prices 

Light  In 
dustrics 

-  Heavy  In 
dr.strios 

Total 

ESgHt  In¬ 
dustries 

Heavy  In¬ 
dustries 

Total 

1931 

1,315 

832 

2,147 

1,315 

832 

2,147 

1932 

1,505 

1,082 

2,537 

1,433 

906 

2,339 

1933 

1,706 

1,476 

3,182 

1,420 

952 

2,372 

1934 

1,746 

1,922 

3,668 

1,415 

1,280 

2,695 

1935 

1,801 

2,334 

4,135 

1,447 

1,611 

3,058 

1936 

1,878 

3,235 

5,113 

1,457 

2,220 

3,677 

1937 

2,236 

4,488 

6,724 

1,536 

1,956 

3,492 

1938 

2,832 

6.173 

9,005 

1,680 

2,415 

4,095 

1939 

3,502 

9,658 

13,160 

1,877 

4,083 

5,960 

1940 

3,842 

10,880 

14,722 

1,858 

4,312 

6,170 

1941 

4,031 

13,954 

17,985 

1,774 

5,372 

7,146 

'urce :  Ministry  of  Commerce  and  Industry:  Factory  Statistics 
1931  tc  1941  and  Supplementary  IVjortr  to  Factory  Statistics 
1936  to  1941. 

J  Gross  value  added  equals  value  of  output  r.iinus  cost  of 

materials  and  fuel  in  private  factories  employing  fi’re  or 
more  workers.  Heavy  industry  includes  the  metal  refining 
and  manufactures  cf  netal  products,  the  machinery  and  tools 
(including  motor  vehicles  and  steel  shipbuilding)  or  the 
basic  war  industries  and  the  chemical  industry.  Light  in¬ 
dustry  includes  the  textile  manufacturing,  ceramics,  food 
products,  wood  and  lumber  products,  printing  and  publishing 
and  other  miscellaneous  manufacturing  industries.  Production 
of  aircraft  and  all  production  in  government  factories  such 
as  arsenals  are  not  included.  In  addition  some  production 
data  in  the  categories  included  in  Factory  Statistics  or  in 
the  confidential  Supplementary  Reports  were” also  not  reported 
in  the  official  statistics. 

2/  Value  in  1931  prices  estimated  by  dividing  value  in  current 
prices  by  the  wholesale  prices  indexes  of  the  relevant  com¬ 
modity  groups  published  by  the  Oriental  Economist. 


1 


155*  Further  domination  of  banking  and  financial  fact]  it  i.  r 
was  confer  rod  upon  t'  e  '.iris  tor  of  Finance  by  lap-rial 
Ordinance  .'o.  6?1  cf  October  19,  1940,  entitlod  "0rdjnar.ee 
Concerning:  Cocrqti-n  of  Fun^s  of  Banks  and  Other  FjLninclel 
Instltutlr ns".  This  Ordinance  provided  that  all  financial 
institutions  were  required  to  adjust  their  investment 
policies  ir  accordance  v/ith  the  directives  of  the  Minister 
of  Finance.  This  measure  completely  destroyed  the  last  vestig* 
of  autonomous  action  of  banking  institutions.  v/hen  it  was 
deen:*d  necessory  for  the  smooth  supply  of  funds  for  ex¬ 
pansion  of  productivity  tlo  Minister  of  Finance  had  the 
power  to,  and  did,  order  banks  to  advance  funds,  subscribe 
to,  underwrite,  cr  buy  negotiable  securities  and  guarantee 
obligations.  This  Ordinance  further  provided  that  any 
losses  incurred  by  financial  institutions  as  a  result  of 
directives  of  the  Finance  ?!i.nister  should  be  compensated 
by  the  Government. 

156.  Promulgated  at  the  same  time  was  Imperial  Ordinance 
No.  680,  entitled  "Ordinance  for  Control  of  Corecrate 
Accounts'1,  This  Ordinance  was  made  pursuant  to  the 
National  General  Mobilization  Law  and  charged  commercial 
concerns  with  the  responsibility  for  "attainment  of  the 
national  object".  To  accomplish  the  national  object 
commercial  concerns  were  compelled  to  utilize  and  conserve 
funds  as  directed  by  the  Government,  to  pay  expanses  and 
depreciate  assets  reasonably,  to  withhold  excessive  pay¬ 
ment  of  salaries  and  to  accumulate  funds.  Furthermore, 
the  distribution  cf  profits  above  a  fixed  percentage  re¬ 
quired  n emission  of  the  Minister  of  Finance,  as  well  as 
the  payment  of  bonuses,  etc.  The  amount  of  money  which 
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commercial  r.r<..-:ci^s  c -uld  srrrd  fcr  social  oruenscs, 
or.tcrtp.irro.a,  a  >  crtisJng,  •  nd  c  i.tributions,  other 
thnn  to  net4 oral  defense  g?'vns  or.  \rr  relief  fund z 
’v're  likewise  subjtct  to  po"? ’is  si  or  of  the  .'it.istor  of 
Finance.  Cor  sanies  ..ore  ooi.tr  oliofi  nj  to  the  li^it.  of 
acquiring  negotiable  p.-r  _>r,  patent,  .uoin z  or  fishing 
rightn  cr.a  the  lending  or  bri  roi/:U  r  of  funds.  To  enforce 
u}  is  ordinance  the  Government  ,/as  er  lowered  to  lrspect 
tie  books  of  any  coreorr tian  at  p.ry  time. 

3  57.  The  effect  of  these  bonking  and  certiorate  fund 
controls  v;  s  to  completely  integrate  the  financial  re¬ 


sources  and  activities  of  banks,  financial  institutions 
or.d  corporations  into  the  national  policy.  That  national 
policy  was  the  expansion  ;f  eejcifio  industries  necessary 
to  develon  war  materials  and  war  material  nctent.ial. 

’  )  ile  the  in-.ed.ic to  objective  of  industrial  ex¬ 
pansion  and  the  control  of  finances  by  the  Japanese 
G overwent  ’"as  the  building  up  ol  war  production  and 


Wftr  product ior  potential  b3  tho  end  of  the  year  1911,  there 
vrns  an  ever;  more  far-reaching  program  which  concerned 
the  use  and  purpose  of  this  production.  It  -.ms  the 
domination  of  T&st  Aria.  This  puroose  vns  clearly  out¬ 
lined  ir.  IPS  Document  1611  A  which  is  entitled  the 
Cutlino  for  the  Economic  Construction  of  Japan,  hanchcukuo 
arc.  China,  as  decided  at  Cabinet  meeting  or.  3  October, 

1940 •  1  wil1  read  that  document  which  is  self- 

exolanatcry. 


f 
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eonr.orcJ.f  i  r.rrc  reins  c.nild  s^ord  for  social  expenses, 
entertainment,  a  » c-rti&Jng,  .  nd  contributions,  other 
than  to  natioral  rief onsc  groups  on  \r r  relief  funds, 

*V'-re  like;  i::e  subject  tv  perries  lor  of  the  .  ir.istcr  of 
i'ir.snco.  Coi  nnits  .ore  con  r:ilrd  ns  tr  the  limit  of 
acquiring  negotiable  par  or,  patont,  mining  or  fishing 
rights  and  the  lending  or  borrowlig  of  funds.  To  enforce 
t!  is  ordinance  the  Government  was  empowered  to  inspect 
the  books  of  any  ccrnorr ti' n  at  ary  tir.e. 

3  57*  Tho  effect  of  these  banking  and  certiorate  fund 
centre  is  vos  to  ccnpletely  in  tor-rota  the  financial  re¬ 
sources  and  activities  of  banks,  financial  institutions 
and  corporations  into  tie  tr.tionr.l  policy.  That  national 
rolicy  was  the  expansion  ;f  specific  industries  necessary 
to  develop  par  materials  and  war  material  potential. 

*58.  "hilo  th-_  irredicte  L-bJeccJve  of  industrial  ex¬ 
pansion  .\nd  tne  control  of  finances  by  the  Japanese 
Government  was  the  building  up  of  war  production  and 
war  production  potential  b;  the  end  of  the  year  19 U,  there 
an  ever,  more  far-reaching  program  v/hicl,  concerned 
the  use  and  purpose  of  this  production.  It  was  the 
domination  of  bast  Asia.  This  purpose  was  clearly  out¬ 
lined  ir.  IPS  Document  loll  A  which  is  entitled  the 
Outline  for  the  Economic  Construction  cf  Japan,  flanchcukuo 
and  China,  as  decided  at  Cabinet  mooting  or  3  October, 

1940.  I  will  read  that  document  which  is  self- 
exolanatcry. 
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